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RUST officers and all those charged with the management 

of investment portfolios will be interested in the article 

entitled “Maximum Income from Large Estates” which 

appears in this issue on page 806. The author is Dr. 
Matcotm C. HeEnperson, Honorary Research Fellow of Yale 
University. How to obtain the largest possible net income after 
payment of income tax is a problem of practical importance in the: 
investment of trust funds of moderate and large size. This problem 
is partially solved by investment in tax-exempt bonds but this: 
process may be carried too far so that the net income is actually 
smaller than it would be by investment in taxable securities. Dr. 
Henderson has worked out a table showing just what proportion 
of any given estate should be invested in taxable and what in tax- 
exempt bonds in order to secure the maximum yield after taxation. 


Tor soME time Howarp Wricut Hatrngs, cashier of the First 
State Bank, Kansas City, Kan., has been devoting considerable 
time and study to the operation of the small loan department. 
He has investigated small loan departments in banks all over the 
country and the results of his investigations are being published 
in book form in a few weeks. In the present number on page 811, 
Mr. Haines points, out some of the collateral advantages of the 
small loan department amongst which he mentions: renting of new 
safe deposit boxes; liquidation of old accounts; opening of new 


deposit accounts; securing of better rates; securing of new trust 
accounts, 


UNDER THE HEADING, “Is the Large Bank Safer?” JosEpH Stage 
LAWRENCE challenges the statement that the unit bank is more 
prone to financial disaster than the large institution. “Unfortu- 
nately,” he writes on page 817, “the scintillating mental qualities 
which place in the hands of great bankers the baton of leadership 
are frequently coupled with speculative instincts which lead their 
institutions to the grave of bankruptcy as often as stupidity and 
peculation undermine the smaller bank.” 


On PAGE 819 we quote from a letter written to the New York 
World by a bank customer complaining that the small business man 


[Continued on page xIv} 
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finds it difficult to get the necessary credit in these hard times to 
keep his business going, thus aggravating the unemployment situa- 
tion. Doubtless many bankers will want to challenge this statement. 


THE BANKING knowledge which fitted a banker for the operation 
of a bank two decades ago, valuable as that knowledge is today, 
is not sufficient to meet the needs of the complex business structure 
which has developed in recent years. Thus writes HERBERT V. 
ProcHnow of the First National Bank, Chicago, in an article 
entitled, “Some Rules for Good Bank Management,” which 
appears on page 820. Mr. Prochnow lists fourteen points of good 
management which he regards as fundamental. 


Last MONTH we published the first of a series of short thumbnail 
sketches describing the qualities of the “ideal banker” as they 
appeared to the students of the Monmouth, N. J., Chapter of the 
A.1.B. The second of these sketches appears on page 822 of 
this issue. 


THE VirerniA Bankers Association has appropriated a substantial 
sum to carry on a five-year program of banking research in Virginia. 
Particular attention will be paid to the causes of bank failures. An 


article describing the plan and telling what it aims to accomplish 
has been contributed to this number by THomas C. BousHA.t and 
begins on page 823. 


IN AN ARTICLE entitled, “The Moral Law—and Economic Crises,” 
H. Bertram Lewis, vice-president of the Commercial Credit Com- 
pany of Baltimore, taxes many large corporations with a disregard 
of individual suffering and of rating men as of less value than 
dividends “with a resultant effect on earnings as a whole which may 
have been more damaging in actual dollars and cents than a policy 
which placed the human values first.” With each new wave of 
personnel and salary curtailment the depression has deepened, he 
claims. 


W. R. O'NEAL, president of the First National Bank and Trust 
Company of Orlando, Fla., writes on page 831: “The writer was 
much interested in the article in the September number of THE 
BankKERS MaGaZInE by John Walker Harrington, on ‘What Do 
Bank Presidents Do? A discussion of the duties is convincing as to 
the efficient conduct of the banks in what the World Almanac 
calls the ‘big cities.’ A much more interesting study would be 
‘What do bank presidents do in towns having a population of from 
1000 to 25,000? ” Mr. O'Neal then proceeds to describe a day in 
the life of a small-town bank president. 
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Editorial Comment 
ARE THE SKIES CLEARING ? 


ing month of the year, if an affirma- 

tive answer could be given to this 
question. Unfortunately, this is not 
possible. In the chill skies of December 
one cannot see enough swallows to 
herald the coming of spring, much less 
of summer. If you study the indica- 
tions of trade and industrial activity, 
you will find that, compared with a 
year ago—after the stock collapse—the 
tendency is still downward by large 
percentages. More instructive is the 
omparison of the third quarter of the 
year with the first and second quarters. 
nd this comparison affords little or 

» encouragement. If we compare the 

est month with the one preceding, 
the showing is less gloomy. But even 
here we cannot be sure that the change 
is not merely seasonal. The textile in- 
dustry is improving, as are a few other 
lines, but on the whole business is at a 
low state. & 

From this situation, however, some 
comfort may be extracted. Things can 
hardly get much worse. If the bottom 
of the depression has not been reached 
already, surely we do not have to ex- 
plore the depths much farther to touch 

True enough, we may remain at 
the bottom for quite a while, though not 
indefinitely. Whether history in gen- 
ral repeats itself has been disputed. 
but there is no denying that certain 
rhases of depressions do find a duplica- 
hon in every one of these catastrophes. 
Call this course the “business cycle” or 
'y some other name, the ‘act is that 
Stagnation of the worst kin:, invariably 
s followed by recovery. 

3ut even this hope might be de- 
‘eared if the business leaders of the 
vorld should all lose their heads, or if 


[: would be comforting, in this clos- 


political unrest—-already widespread and 
serious—should be intensified and extend 
to other lands now enjoying tranquillity. 
There are no grounds for gloomy ap- 
prehensions like these. On the con- 
trary, leaders in finance, industry and 
trade are showing courage, great re- 
sourcefulness and an understanding of 
the steps essential to be taken to bring 
about a business revival. Despite po- 
litical unrest in various parts of the 
world, there are not wanting clear evi- 
dences of sobriety and a recognition of 
the fact that obligations must be met. 

As the present situation is practically 
world-wide, and can be relieved only 
with the resumption of American lend- 
ing on a large scale, the political stabil- 
ity of the borrowing countries is of the 
highest importance. 

Some of the expedients adopted here 
for relieving unemployment must prove 
effective to that end; though some of 
them are of doubtful wisdom economi- 
cally, they can be defended on humane 
grounds. It is hoped that a permanent 
resort to them may be-avoided. 

While it cannot as yet be said that 
the economic sky is clearing, it may be 
said, that if the dawn is preceded by 
the darkest hour of night, daylight can- 
not be far off. 


LITERATURE OF DEPRESSIONS 


books about business cycles, pub- 

lished in 1928 by the University of 
Illinois, it would appear that this special 
department of economic literature has 
attracted the attention of numerous 
writers, there being listed 966 books 
and periodical references dealing with 
panics, depressions, etc. The term 
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This is the last of a series of etchings by Anton Schutz which appeared 


A view of Baltimore, showing the new building of the Baltimore Trust Company at 


the right. 





THE BANKERS MAGAZINE 


—_——— 


“business cycle” appears frequently as 
the title of books and articles, warrant- 
ing the inference that writers quite 
generally accept this characterization of 
the various phases of business as being 
accurate. 

It will be interesting to list a few of 
these titles: ““The Weather and Cyclical 
Fluctuations,” “Unemployment a Cause, 
Not an Effect of Industrial Depression,” 
“On the Commercial Value of Tulips 
in the 17th Century,” “The Backward 
Art of Spending Money,” “The Solar 
Period and the Price of Corn,” “The 
Fallacy of Saving,” “Excessive Saving a 
Cause of Commercial Distress.” 

Curiously enough, while the sun and 
the weather are held responsible for de- 
pressions, astrology is left out. No 
doubt, properly consulted, the stars 
could throw quite as much light on the 
times and causes of depressions as do 
some of the books mentioned in this 
list. From some of the titles mentioned 
it will be seen that saving is blamed as 
one of the causes of depressions. Equal 


authority can be cited to prove that 


excessive likewise to 
blame. 

Many of the books and articles listed 
in this bibliography represent the con- 
tributions of eminent economists and 
men of business. Historically, they 
present the various phases of the “busi- 
ness cycle” quite accurately. They are 
able to perceive the course of business 
from extreme depression to slow re- 
covery and finally to a feverish pace in- 
evitably heralding the approach of the 
catastrophe. When its comes to the 
underlying causes of panics with their 
subsequent periods of depression, there 
is less of agreement, while the remedies 
proposed differ still more. But could 
there be substantial unanimity of opin- 
ion respecting the curative measures to 
be taken, the difficulty of their applica- 
tion seems almost insuperable. But 
President Hoover seems to think these 
‘business cycles” or depressions are as 
amenable to remedial measures as are 
some of the diseases that were formerly 
regarded as being more or less un- 
Preventahle. In his address before the 


expenditure is 


799 


the American Bankers 
Cleveland President 


convention of 
Association at 
Hoover said: 
“The economic fatalist believes that 
these crises are inevitable and bound to 
be recurrent. I+ would remind these 
pessimists that exactly the same thing 
was once said of typhoid, cholera and 
smallpox. If medical science had sat 
down in a spirit of weak-kneed resigna- 
tion and accepted these scourges as 
uncontrollable visitations of Providence, 
we should still have them with us. This 
is not the spirit of modern science. 
Science girds itself with painstaking 
research to find the nature and origin 
of disease and to devise methods for its 
prevention. That should be our at- 
titude toward these economic pesti- 
lences. They are not dispensations of 
Providence. I am confident in the faith 
that their control, so far as the causes 
lie within our own boundaries, is within ° 
the genius of modern business.” 


As the diseases to which the Presi- 
dent referred were due to a disregard 
of sanitary laws, and their prevention 
was made possible by a closer obser- 
vance of those laws, it would seem to 
follow that if crises are due to a viola- 
tion of economic laws, a similar remedy 
might be available in the one case as 
in the other. But on examination it 
will be found that the two cases are not 
alike. Typhoid may be prevented by 
enforcing upon the community a supply 
of pure water or milk, and the ravages 
of smallpox may be stayed by com- 
pulsory vaccination, or diphtheria 
checked by the use of anti-toxin; but to 
enforce upon,;‘the community the ob- 
servance of sound economic laws is a 
different mattér altogether. 


SAVINGS BANKS HAVE TOO 
MUCH MONEY 


EW banks and fewer individuals 
ris to put up barriers to protect 
themselves from a flood of money 
pouring in upon them. But the savings 
banks of New York, some of them at 
least, find it necessary to take steps to 
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restrict the increase of deposits. The 
action they have taken looking to this 
end has been to reduce the dividend 
rate from 4/2 to 4 per cent. 

At first sight one would suppose 
that in a time of dull business, and 
with so many unemployed, deposits in 
the savings banks would either fall off 
or remain stationary. But this has not 
been the experience of the New York 
savings banks. Their deposits have 
increased. One reason for this lies in 
the fact that many persons who were 
speculating have been frightened away 
from the market and are letting their 
savings accumulate. Another reason is 
to be found in the fact that a 41 per 
cent. rate has attracted surplus funds 
from rich persons who could not get 
as good a yield on high-grade bonds. 
The savings banks have discovered that 
they are under a similar difficulty, and 
therefore were constrained to reduce 
the rate. 

The investments of the New York 
savings banks are limited by law to a 
rather narrow range of securities. A 


large increase of deposits would tend to 
add to the competition for the class of 


securities available as investments for 
the savings banks, and thus enhance 
their price. 

Furthermore, the mutual savings 
banks of New York are designed 
primarily for the benefit of the com- 
paratively poor and those of modest 
means. They are not for the use of 
the rich. The efforts to limit deposits 
from any one individual have not been 
altogether successful, since one may 
open accounts in several banks. With 
a change in. the bond market and re- 
viving business it is probable that 
wealthy individuals and corporations 
will not be seeking to put their surplus 
funds in the savings banks, but will be 
able to find more profitable employment 
for them. 

The mutual savings banks of New 
York have established a high reputation 
for safety, and it is chiefly to maintain 
that reputation that a decision has 
been reached to lower the rate of divi- 
dend paid on deposits. 
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GOLD STOCKS HERE AND 
ELSEWHERE 


OM a table compiled from the 
Prepon of the Director of the Mint 
and the Federal Reserve Board 
Bulletin, and published in the monthly 
letter of the National City Bank of 
New York, it appears that not only has 
the gold stock of the United States 
increased materially between December 
31, 1912, and June 30, 1930, but other 
nations also have made large gains, 
For Europe as a whole the increase 
was only 80.5 per cent., but excluding 
Austria, Hungary, Czechoslovakia, 
Poland, Rumania, Jugo-Slavia, Greece, 
Finland, the Baltic States and Bulgaria, 
with a net loss of 6.2 per cent., and 
Russia, with a loss of 68.6 per cent, 
the gain for the other European coun- 
tries was 149 per cent. This compares 
with a gain of 179.4 per cent. for the 
United States. France gained almost 
the same, 179 per cent. But, expressed 
in percentages, other countries showed 
a larger increase than either France or 
the United States: Belgium, 307 per 
cent.; Norway, 290 per cent.; Spain, 
284 per cent.; Switzerland, 239 per 
cent., and Japan, 236 per cent. But 
the increase in Belgium was only from 
$41,000,000 to $167,000,000, while in 
the United States the increase was from 
$1,495,000,000 to $4,178,000,000. 
From the same source is gained some 
interesting information regarding the 
ratio of gold reserves to banking liabili 
ties in the United States and Great 
Britain, the ratio being shown to have 
been 6.84 per cent. in this country on 
June 30, 1929, and 5.83 per cent. i 
Great Britain on December 31, 1929. 
Even reputable European economists 
make the blunder of reporting our gold 
ratio as upwards of 75 per cent., for 
getting that this applies to the liabilities 
of the Federal Reserve banks only, 
ignoring the $36,000,000,000 of other 
banking liabilities. 
Gold sterilization by this country 
was thus disposed of in the October 
letter of the National City Bank: 
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“In the article treating of this sub- 
ject last month we showed by official 
figures that between June 30, 1914, 
and June 30, 1929, this country’s 
stock of gold increased by $2,433,000,- 
000, while the loans, discounts and in- 
vestments of our banks increased by 
$37,685,000,000. This is $15.49 of 
additional bank credit for every dollar 
of net addition to the country’s gold 
stock. Opinions may differ as to how 
freely the banks should respond to re- 
quests for loans in a time of great 
speculative expansion, such as_ this 
country passed through from 1922 to 
1929, but we submit that the use of 
gold at this ratio is not exactly ‘sterili- 


9 


zation’. 


BANK RESERVE PERCENTAGES 


NE phase of the interim report 
of the gold delegation of the 


financial committee of the 


League of Nations has a peculiar in- 
terest to students of banking history. 


It relates to the reserve percentages of 
the banks. While it is recognized that 
countries may require varying propor- 
tions, according to their economic situa- 
tion, the report goes on to say: 


“But the minimum reserves which 
are required by law today are to a 
large extent the outcome, not of these 
considerations, but of past tradition, of 
convention and habit, of the natural 
fear which each individual legislature 
has that a departure from general 
practice may impair confidence in the 
currency. Moreover, the legal minimum 
cover is not in general used, its main 
function being to establish confidence, 
active operations being conducted, not 
with this minimum, but with the addi- 
tional margin which is held in gold or 
assets immediately convertible into gold. 
The minimum is largely conventional, 
ard a considerable economy could quite 
certainly be accomplished were the 
current accepted minima reduced. We 
believe that this could be done without 
im any way weakening the general 
credit structure. If a single country, 


however, were to act alone it would 
weaken confidence in its currency and 
most countries would demand that an 
international understanding should first 
be reached. The delegation does not 
think the difficulties of reaching agree- 
ment should prove insuperable. Uni- 
versal agreement would not at first be 
required, but if the countries with the 
largest reserves adopted an agreed 
policy, others would almost certainly 
follow their example. The delegation, 
of course, presumes that if such action 
were taken the central banks would re- 
duce the proportion actually held; 
otherwise the agreement would be abor- 
tive.” 


No doubt the banking reserve re- 
quirements in the United States and 
other countries remain as they are 
largely on account of “tradition, of 
convention and habit.” This has been 
peculiarly true of these requirements 
as applicable to state banks, the law of 
one state being largely copied from that 
of some older state. In several respects 
the state banking laws have followed 
those of New York and Massachusetts. 
Even the National Banking Act was, in 
important provisions, modeled on the 
banking laws of New York. 

The element of fear, mentioned 
above, would probably operate to a 
greater extent were reserves reduced 
now when world conditions are unsatis- 
factory than would be the case in more 
normal times, though the need for such 
reduction is greater now. Doubtless it 
would have been better had such reduc- 
tion been made when less under the 
pressure of necessity than is the case 
at present. 

Although it seems not generally 
known abroad, this country since the 
enactment of the Federal Reserve Law, 
and especially since the amendments of 
1917, has not only greatly reduced the 
required reserves of the national banks, 
but has made it obligatory on these 
institutions to lodge all their legal re- 
serves with the Federal Reserve banks. 
Whether the reserves of the latter in- 
stitutions, as fixed by law, are higher 
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than necessary may be questioned, see- 
ing that they are the custodians of all 
the legal reserves of the national banks. 
And the legal reserves of the national 
banks, thus deposited, are certainly not 
excessive, 


DUBIOUS EVIDENCES 
PROSPERITY 


T a meeting of the Merchants As- 
sociation in New York some 


time since, E. E. Shumaker, 
president of the R. C. A. Victor Com- 
pany, gave some _ reasons why he 
thought the return of prosperity need 
no longer be delayed. He pointed to 
low inventories of merchandise, to the 
increase in savings, to the low com- 
modity prices—offering special oppor- 
tunities to buyers—and declared that 
the wealth of the country has not been 
impaired. “We as a nation,” he said, 
“have just as many resources and have 
the same desires and propensities we 
had a year ago.” The speaker, in the 
course of his address, referred to the 
following development: 


OF 


“I find that new industries are being 


born. For example, it is estimated that 
well over $100,000,000 was expended 
this year for miniature golf courses. 
Think of it—$100,000,000 for a new 
plaything!” 


Mr. Shumaker’s address was, on the 
whole, a careful analysis of some 
phases of the present depression, and 
he did not say that he regarded the 
above development as a sign of return- 
ing prosperitv. Evidently, he considered 
it as a remarkable incident of the exist- 
ing “hard times.” 

But it is extremely interesting to 
examine this and like expenditures as 
to their effect on business conditions. 
With no desire to lessen the joy that 
may be derived from an indulgence in 
the charms of baby golf, nor with any 
wish to scold those who find a solace 
in chewing gum, or who enrich their 
minds at the “movies” and “boxing con- 
tests"—a euphemism fcr the prize-fight 
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of other days—one may well question 
the validity of the evidence of huge 
expenditures on these and like amuse 
ments as indicators of a return to pros. 
perity. Could we be sure that these 
outlays followed a satisfaction of other 
and more normal human requirements, 
that they represented merely the ex- 
penditure of surplus income, the matter 
need give little concern. But that js 
far from being true. Many people are 
spending for these trivialities who have 
not adequately provided for other re 
quirements of much greater importance. 
But ideas intended to inculcate the 
virtues of wise expenditure or of saving 
are out of date when the slogan of the 
times is “buy now.” 


AN ACTIVE COMPETITOR WITH 
THE BANKS 


HE approaching centenary of the 
beginning of the building and loan 
association business in this coun- 
try, January 3, 1931, serves to call 
attention to the fact that these institu: 
tions have become strong competitors of 
the banks. Their combined assets have 
grown to some nine billions of dollars. 
While savings banks and state banks 
generally have long been engaged in 
the making of loans on real estate, it 
was not till the enactment of the Fed: 
eral Reserve Law, in 1913, that na 
tional banks were given limited priv’ 
leges in this field. Generally, the 
loans made on real’ estate by banks are 
of a different character from those 
made by building and loan associations, 
though both types of loans have the 
same objective in view, home owner 
ship. 

Real estate loans by banks have been 
the subject of much adverse criticism, 
the view being that such loans are out 
side the legitimate domain of “com 
mercial banking.” But a similar view 
long prevailed respecting the investment 
in securities. The fact is that the 
actual or theoretical “commercial bank 
has become a phrase, and not much 
more. Writers still use the term, but 
it is largely an abstraction. 
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Probably, had they seen the great 
possibilities in the line of business de- 
veloped so successfully by the building 
and loan associations, the banks might 
have built up a similar service in a 
department specially organized for the 
purpose. But this opportunity they 
missed, and it is rather late in the day 
for them to bemoan, as they do now, 
the competition of the building and 
Joan association. 

The building and loan organizations 
have developed a type of service of 
inestimable value to the community. 
There is still much work for them to 
do. At present there is a considerable 
tendency of people away from the 
most congested centers in the great 
cities, and this calls for the construction 
of numerous suburban homes. Vast 
areas of dilapidated and unsanitary 
residence districts in several of the 
large cities should be reconstructed 
entirely. So there is plenty of work 
ahead for these institutions. 


CONCENTRATION OF GOLD IN 
CENTRAL BANKS 


——er to a recent study of 


the reserves of central banks and 

the gold supply, made by the 
Department of Commerce of the United 
States, it appears that in 1929 more 
than 90 per cent. of the world’s mone- 
tary gold stock was concentrated in 
the central reserve banks, against about 
67 per cent. in 1914. 

To some extent this greatly increased 
concentration of gold has been achieved 
by the action’ of the banks in siphoning 
the gold out of the pockets of the 
people, and putting paper money in its 
place. Incidentally, it may be re- 
marked that in the opinion of William 
Cobbett “paper money was born in 
hell.” Severe as this opinion is, it 
does not lack justification, seeing how 
powerful an instrument of robbery 
paper money has been. But it also 
has much to its credit. 

In the United States, except on the 
Pacific Coast, and in a few of the 
States adjacent to that locality, gold 
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coin has never appeared much in hand- 
to-hand circulation. Even in those 
parts of the country it is now seldom 
if ever seen. But gold certificates have 
long circulated extensively in all parts 
of the United States and continue to 
do so. ' 

Since the enactment of the Federal 
Reserve Law in 1913, and more espe- 
cially since the war amendments of 
1917, the gold formerly held by banks 
now members of the Federal Reserve 
has been taken over by the Federal 
Reserve banks. 

Through this process of absorption of 
gold by the central banks the ability to 
expand credit has been greatly in- 
creased. Before the Federal Reserve 
Act was passed national banks in 
central reserve cities were required to 
keep all their 25 per cent. of legal re- 
serves in their own vaults; banks in 
reserve cities and country banks had 
similarly to keep certain percentages. 
Now all classes of national banks are 
compelled to deposit all their legal re- 
serves with the Federal Reserve banks. 
This change has made it possible to 
erect a greatly enlarged structure of 
credit on the same gold foundation. 
Such is the case because the redeposited 
reserves not only count as the legal 
reserves of the national banks, but— 
except a 35 per cent. in the case of 
rediscounts and 40 per cent. in the 
case of notes—they may be uced again 
as the basis of additional credit. 

There has been in the past consider- 
able expert opinion in support of the 
view that gold in the pockets of the 
people constituted a secondary reserve 
against which the banks could draw in 
an emergency. This resource they no 
longer have, at least not to anything 
like the extent that prevailed before 
the process of gold absorption by the 
central banks had been carried out. 

Against this view there is, the un- 
disputed fact that gold in the pockets 
of the people does represent an expen- 
sive locking up of capital, The prac- 
tical question is whether this expense 
is more costly in the end than the 
enormous credit expansion made possible 
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through the concentration of gold in 
the central banking institutions. 

At the present time the attention of 
the world is fixed upon contemplating 
the pains of deflation. As these pains 
never would be experienced except for 
the preceding inflation, it might be well 
to consider how the undue expansion 
of credit may be avoided. In such a 
study it may be found that the rapid 
concentration of gold in central banks 
may have been a contributing factor, 
by no means of negligible importance, 
in credit inflation. The over-production 
of credit has its penalties as well as the 
over-production of commodities. 


SCIENTIFIC BANK 
MANAGEMENT 


at the Cleveland Convention of 
the American Bankers Association, 
President John. G. Lonsdale made a 
strong plea for scientific bank manage- 
ment. “No movement in banking,” 
he said, “is more worthy our attention 


[: his admirable address delivered 


than the continued study of scientific 
bank management.” 


Whether it be called “better bank- 


ing,” “sounder banking,” “scientific 
banking,” or “more efficient banking,” 
the purpose contained in all these ex- 
pressions—to raise the standard of 
banking—is one that the bankers of 
this country must keep steadily in 
mind. In saying this it does not follow 
that the standard of banking in the 
United States has been declining; on 
the contrary, it has improved. If the 
numerous bank failures in recent years 
seem to contradict this statement, it 
must be remembered that not only have 
conditions greatly altered, but this 
change has made the safe and profitable 
conduct of banking much more difficult 
than ever before. In easier times the 
banker might successfully manage his 
institution with no very great regard 
to scientific management. He could, 
with a fair degree of native shrewdness, 
use hit-ormiss or rule-of-thumb 
methods, and make money at that. But 
such times have passed, and today the 
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banker, in order to succeed, must ob- 
serve the rules of scientific banking. 

How may a banker obtain the neces- 
sary equipment that will enable him 
to meet the exacting requirements of 
the times? For the younger banker 
the course of instruction offered by the 
American Institute of Banking will be 
found of great helpfulness. For the 
others, much may be learned by study- 
ing the methods of the most successful 
bankers. There is abundance of in- 
formation of a practical character in 
the current banking and financial pub- 
lications, and many books on the various 
phases of banking that may be studied 
with great profit. 

A recognition of one’s ignorance has 
been said to be the first step toward 
learning—a remark not inapplicable to 
the banker. 

We have in this country, and not 
in the city banks alone, many bankers 
who thoroughly understand their busi- 
ness, and who recognize the necessity 
of the most expert and careful manage: 
ment. They do not need enlighten- 
ment on how to conduct their business. 
It is something they have already 
learned by study and experience. But, 
unfortunately, the ease of entering on 
a banking career has brought into the 
ranks of the profession a good many 
others less well informed. 

More attention to scientific banking 
may prove the most effective means of 
preserving the unit banking system in 
this country. 


A PLEA FOR INTOLERANCE AND 
NARROW-MINDEDNESS 


ITHIN sight of “Edina’s pal 
\X aces and towers” a Scotch 
banker declared to the editor 


of THE BANKERS MaGaZINE, with more 
heat and indignation than one might 
expect to be displayed from this source, 
that all one had to do in these times 
to achieve universal popularity was to 
be broad-minded. 

The philosophy underlying this re 
mark recurs in considering some recent 
public appeals for tolerance and breadth 
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of mind. A leading educator has de- 
manded such an attitude toward social- 
ism, a publicity expert calls for similar 
mental receptivity of the experiment 
going on in Russia. 

~ But are we not in danger from an 
exactly opposite source, too great a 
degree of tolerance and broad-minded- 
ness?’ We are complacent when con- 
fronted with the bumptiousness of the 
uninformed, the “hokum” in_ politics 
and economics, the staggering burden 
of public extravagance and taxation, 
the rule of gangsters, the corruption in 
the management of our cities, the 
annual slaughter of some 30,000 per- 
sons by automobiles, the socialistic 
schemes of government, the prohibi- 
tion muddle, the shams put forth as 
“religion,” and so on. 

For these, and other things that 
might be added to the list, are we not 
too tolerant and broad-minded? Should 
we not gain by greater intolerance and 
narrow-mindedness? The Puritans of 
New England were a narrow-minded 
lot, undoubtedly, but they left their 


unmistakable impress for good upon 
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the times and place in which they lived. 

In the face of greater evils than 
existed in the times of Theodore Roose- 
velt and Charles H. Parkhurst, the 
flaming and righteous wrath of these 
men, and their active and effective 
participation in public affairs, find no 
counterpart today. Diogenes with his 
lantern looking for an honest man 
might be matched by a search in our 
day for anyone who measures up to 
the real stature of a man. There were 
giants in those days; now there are 
pigmies. 

In industry and finance there are, 
unquestionably, great leaders. But in 
literature, statesmanship, and in moral 
leadership, where are the outstanding 
figures? 

The dangers inherent in intolerance 
and narrow-mindedness have been con- 
stantly dinned into the ears of the pub- 
lic. May there not be equal dangers 
from keeping our minds open to things 
against which they should be firmly 
closed, and in tolerating conditions 
which we ought to regard as intoler- 
able? 


Daily school for office boys, messengers, and other boys in its employ under the age 
of 17, conducted by the personnel department of the Central Hanover Bank and 


Trust Company, New York. 


Classes meet in the early morning, before the working 


day begins, and include such subjects as elementary banking practice, elementary 
and commercial English, and mathematics. Forty-seven boys are registered for the course. 





Maximum Income from Large Estates 


A Method for Obtaining the Maximum Net Income from Large 
Estates Under the Present Income Tax Law 


By Matcotm C. HENDERSON, Ph.D. 
Honorary Research Fellow, Yale University 


OW to obtain the largest pos- 
sible net income after payment 


of income tax is a problem of 
practical importance in the investment 
of trust funds and estates of moderate 
and large size. For nearly fifteen 
years it has been a common practice 
for large estates to solve this problem, 
at least partially, by investing some 
of their principal in tax-exempt bonds. 
Investing in this manner tends to bring 
the taxable portion of the gross income 
down from the higher brackets of the 
income surtax schedule. Thus the 
amount of income tax to be paid is 
reduced and the net income is usually 
increased. 

How much this procedure increases 
the net income depends, obviously, on 
the rates of yield of the two kinds of 
securities in which the estate is in 
vested: the tax-exempt bonds and the 
ordinary bonds, preferred and common 
stocks. It is possible to carry the 
process of investment in tax-exempt 
bonds too far and to have a net income 
smaller than before instead of larger. 
The manager of an estate is thus faced 
with the need to know the best pro- 
portions in which to divide the estate 
between tax-exempt bonds on the one 
hand and taxable bonds and preferred 
and common stocks on the other. 

There has been heretofore no simple 
rule or table showing how to make 
this division in any given case. The 
usual procedure has been either re- 
peated trial and error or else more or 
less inspired guesswork. The principal 
difficulty of the problem lies in the 
fact that the Federal surtax rate is not 
constant but increases with the in- 
come. As a larger and larger propor- 
tion of a given fund is invested in 
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taxable securities the rising surtax rate 
cuts down the net rate of yield until 
it falls to the yield that can be ob 
tained from tax-exempt bonds. When 
this condition is reached it evidently 
becomes advantageous to place the re- 
mainder of the fund in tax-exempt 


bonds. 
OTHER FACTORS 


There are, of course, numerous fac- 
tors other than the desire for the 
maximum net income that may influ 
ence the manager of an estate. Safety, 
marketability, possible capital increase, 
diversification, and the needs of the 
recipient of the income are all worthy 
of consideration. They are all factors 
in the answer to the problem of what 
to buy, and each is a matter requiring 
judgment. But unfortunately none of 
them are susceptible of mathematical 
treatment. On the other hand the 
problem we are considering—how much 
to buy after deciding what to buy—is 
capable of solution by the calculus. 

It seemed to the writer worthwhile 
to attempt to solve this problem and 
to see whether some convenient rule 
or table could be constructed for prac’ 
tical use. After some initial difficulties 
the attempt was successful and a 
mathematical solution was obtained. 
This solution may be interesting in 
itself for those who like mathematics* 
but for practical purposes explicit 
tables are more convenient. Such 
tables were therefore constructed and 
they are given herewith. Table I may 
be used when the estate is subject to 
Federal income tax only. Table Il 


*The writer will be glad to send an out’ 
line of it to anyone who may be interested. 
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TABLE. I. 


Showing the income to be derived from taxable securities—the rest 
of the income to be derived from tax-exempt bonds—in order to make the 
total net income the maximum, at various ratios between the yields of 
the two forms of security. For use when the estate is subject to Federal 


income tax only. 


i. 
RATIO 


of yield on tax-exempt 
bonds to yield on tax- 
able securities. 


1.00 and more 
.99 to 
.98 to 
.97 to 
.96 to 
3S © 
.94 to 
.93 to 
.92 to 
91 to 
.90 to 
.89 to 
.88 to 

to 

to 

to 

to 

to 

to 

to 

to d 

than . 


a 
INCOME 
to be derived from taxable 
securities to make the total 
net income the maximum. 
none 


22,000 
24,000 
28,000 


Directions for using Table I1—Calculate the yields on the two portions 


of the estate: the tax-exempt portion and the taxable portion. 
ratio between these yields and look in column 


Find the 
1 for this ratio. The 


corresponding income in column 2 is the income that should be derived 


from the taxable portion of the estate. 


of yield. 


Divide this income by the rate 


The quotient is the principal that should be invested in the 
taxable securities at that particular yield. 


The 


remainder, of whatever 


size, should be invested in the tax-exempt bonds. 


allows also for the effect of the New 
York state income tax. At the end 
of this article will be found directions 
for making new tables of this kind 
whenever the surtax rates are changed. 

It should be noticed that the tables 
do not give a direct answer to the 
problem as it is usually put. Usually 
it is stated in some such form as: 
Given such and such an estate, what 
amount of tax-exempt bonds shall I 
buy? The answer as found from these 
tables is: Buy taxable securities first, 
enough to yield the income specified, 
and then place the remainder of the 
estate in tax-exempt bonds. 


USING THE TABLES 


the tables no distinction 


between stocks and 


In using 
need be made 
taxable bonds, for the yield of the 
bonds may be made strictly compa- 
rable with that of stocks by subtracting 


the normal tax. Either the simple 
yield or the yield to maturity may be 
used, as required by circumstances. 
For 1929 the normal tax amounts to 
4 per cent. on income in excess of 
about $10,000. The exemptions and 
lower rates that apply to the first 
$10,000 may either be included or not 
without greatly affecting the final re- 
sult. 
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TABLE II 


Showing the income to be derived from taxable securities—the rest of 
the income to be derived from tax-exempt bonds—in order to make the 
total net income the maximum, at various ratios between the yields of the 


two forms of security. 
and New York state income tax. 


i. 


RATIO 
of yield on tax-exempt 
bonds to yield on tax- 
able securities. 


.99 and more 
to 
to 
to 
to 
to 
to 
to 
to 
to 
to 
to 
to 
to 
to 
to 
to 
to 
to 
to 
to 
to 
s than .77 


For use when the estate is subject both to Federal 


2 
INCOME 


to be derived from taxable 
securities to make the total 
net income the maximum. 


Directions: Use in same manner as Table I. 


The method of using these tables can 
perhaps be best understood by working 
out a practical example. Let us assume 
therefore that we have an estate con- 
sisting of $2,000,000 cash to invest. 

Suppose then that we select a group 
of taxable bonds and preferred and 
common stocks as though the whole 
estate were to be invested in them. 
This group should be diversified in any 
manner that seems desirable on account 
of safety and market conditions and 
the other non-mathematical considera- 
tions. From this group as chosen we 
calculate the gross income, taking care 
to subtract whatever normal tax there 
may be on the income from the bonds. 
We then figure the average yield. Let 
us suppose it is 4.8 per cent. 

We next suppose that the whole 
estate, instead of being invested in 
taxable securities, is put into a diversi- 


fied group of tax-exempt bonds which 
we select as before. There is no. normal 


We find 
Let us sup: 


tax in this case of course. 
again the average yield. 
pose it is 4.2 per cent. 

We have now to the best of our 
ability chosen $2,000,000 worth of 
each of the two general types of 
security in which the estate could be 
invested. How much of each should 
we buy to make the net income the 
maximum? To answer this question 
we calculate the ratio of the tax-exempt 
yield to the taxable yield. In this 
case it is 4.2 to 4.8 or .875. Now 
this figure, .875, determines how much 
of the income should be afforded by 
the taxable part of the estate's invest 
ment. And from the income of this 
part we can easily find the correspond: 
ing principal. So with .875 we tum 
to Table I. 
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We there find that .875 lies in the 
range .87 to .88, and opposite to 
“87 to .88" we find $48,000. This 
sum is the income to be obtained from 
the taxable investments as chosen for 
this estate. This figure of $48,000 
holds regardless of the size of the 
estate and depends only on the ratio 
of the two interest rates. 

If the estate had been subject to 
New York state income tax as well we 
should have used Table II and found 
a taxable income of $40,000 as the 
best amount. 

An income of $48,000 corresponds 
at 4.8 per cent. to a principal of 
$1,000,000. The division of principal 
between taxable and non-taxable securi- 
ties should therefore be in this case 
$1,000,000 in the stocks and taxable 
bonds and the remainder, whatever 
amount it may be, in the tax-exempt 
bonds. ‘The remainder is $1,000,000, 
but the amount that can best be in- 
vested in taxable securities is not 
affected by its size. 

In investing the two portions of the 
estate the amounts to be bought of 
each individual security should be only 
a proportional part (in this case one- 
half) of the amounts used in calculat- 
ing the yields. Thus the diversifica- 
tion within each portion is kept 
unchanged and the average yield of 
each portion, taxable and non-taxable, 
will not be altered. 

The advantage of this division ap- 
pears in the following tabulation. It 
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Evidently when the estate is divided 
in this way the net income is larger 
than when the whole $2,000,000 is 
entirely in either one form or the 
other. That the figure $87,280 is 
actually the maximum for these rates 
of yield may be easily shown by cal- 
culating the net income for two divi- 
sions differing only slightly from this 
one: one with say $980,000 in taxable 
securities and the other with $1,020,- 
000. 

The larger the estate the greater 
will be the profit in making the divi- 
sion correctly. In the example just 
taken the profit may amount to as 
much as $3280. In the case of one 
estate of $6,200,000, for which a 
considerable number of tax-exempt 
bonds had already been bought, it was 
found that the net income was actually 
$16,000 less than the maximum that 
could be obtained by making a some- 
what different division. 


IN PRACTICE 


In practice, of course, it is only 
rarely that the starting point will be 
$2,000,000 cash to invest. Usually the 
estate will be almost wholly in securi- 
ties to begin with. In such a case we 
may calculate the yields on the taxable 
and non-taxable parts of the estate 
and then, by following essentially the 
procedure already outlined, we can 
find the most profitable division. We 
can also find how much the income 


Principal: $2,000,000 


How principal is invested (a) 

All in taxable 
at 4.8 per cent. 
Gross Income 


Taxable $96,000 


$96,000 
10,900 


Net Income $85,100 


(c) 
Divided for maxi- 
mum net income 


All in tax-exempt 
at 4.2 per cent. 


$48,000 

$84,000 $42,000 
$84,000 $90,000 
2,720 


$84,000 $87,280 


shows three methods of division, (a) 
all in taxable securities, (b) all in tax- 
exempt bonds, and (c) divided so as 
to yield the maximum net income. 


could be increased by making the 
-change to the most profitable division. 
In case part of the estate is in cash 
the same procedure will tell us whether 
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we should invest it in more tax-exempt 
bonds or in additional stocks and tax- 
able bonds. 

If the estate we have just been dis- 
cussing had been $1,000,000 instead of 
$2,000,000 there would have been no 
principal left over for investment in 
tax-exempt bonds. It is thus apparent 
why tax-exempt bonds are primarily a 
rich man’s investment. 

In the example above used, if the 
rates of yield had been different, their 
ratio would also probably have been 
different and some other division would 
have been the most profitable one. For 
example, if the taxable investment of 
choice is mortgages yielding 6 per cent. 
(after normal tax) it would not be 
profitable to hold any tax-exempt bonds 
at all unless some could be found that 
yielded 4.8 per cent. or more. Even 
at 4.8 per cent. the first $100,000 of 
income should be obtained from the 
mortgages, since the ratio of 4.8 to 6 
is .80, and .80 in Table I stands 
opposite to $100,000. An income of 


$100,020 at 6 per cent. corresponds 
to a principal of $1,667,000. The re- 
mainder, $333,000, at 4.8 per cent., 


yields $15,984. The net 
$116,004 less $11,664,- or $104,340. 
This is the maximum net income that 
can be obtained from this estate under 
the law as it now stands and with 
securities at the yields just assumed. 


DIRECTIONS FOR CONSTRUCTING TABLES 


It is possible to make up tables like 
Table I directly from the surtax table 
without using any mathematics. If 
Table I and the surtax table published 
as part of the income tax form are 
compared, the relation between the 
two will become apparent. If we wish 
to get Table I from the surtax table, 
or from any future surtax table, we 


income is: 


may proceed as follows. Enter in the 
first column of our table pairs of 
values of the ratio between the yields, 
as “.98 to .99,” “.97 to .98,” etc. The 
first number of each pair is in every 
case found by subtracting an entry in 
column B of the Federal surtax table 
from 1.00. The corresponding figures 
for the income in column 2 of our table 
are the first figures in column A of 
the Federal surtax table. The two 
extreme values of the ratio, “1.00 and 
more” and “less than .80,” correspond 
to the cases in which it is not \profitable 
to divide the estate at all. In the one 
case the yield on the tax-exempt bonds 
is more than the yield on the taxable 
securities and “none” is the corre- 
sponding entry for the income to be 
derived from taxable securities. In the 
other case the tax-exempt yield is less 
than 80 per cent. of the taxable yield 
and the difference is enough to com- 
pensate entirely for the surtax. Hence, 
“all” the income should be derived 
from taxable securities. 

In order to make Table II we have 
first to combine the Federal and New 
York state taxes into a single surtax 
table. From this combined table the 
same procedure as that which gave 
Table I will give Table II. Owing to 
the fact that both tax rates change by 
1 per cent. at the same point ($10,000) 
the second entry in the ratio column 
is “.97 to .99.” Everywhere else the 
intervals are still .01. 

By this method, starting with any 
new surtax table, it will always be 
possible to compile tables of the most 
profitable division. The development 
and use of such tables becomes increas’ 
ingly important the higher the surtax 
rates are raised. In England, for in- 
stance, where the surtax rate goes to 
50 per cent. or more, such a table 
would be exceedingly useful. 





Under the Surface of Small Loans 


By Howarp WRIGHT HAINES 


T. WHITMORE, president of 
Uhrtown National in Cedarvale, 
* Iowa, took four days off in order 
to visit one of the largest banks in 
Dallas. He went there to learn about 
small loans in the bank’s personal loan 
department, which has been in opera- 
tion three years. From the moment the 
application blank was given out to the 
time it came back and 
the loan was ap- 
proved, he listened 
and watched. At the 
end of two days the 
thriving department 
overcame his _inner- 
most doubts. 

“Well, sir,” he 
smiled, shaking the 
manager's hand, “I’m 
going right back to 
Cedarvale and tell 
our board this is one sure-shot we've 
overlooked. We'll have our new de- 
partment going as soon as the printer 
can give us the blanks.” Then his 
shrewd eyes narrowed. “By the way,” 
he said seriously, “suppose our com- 
petitor goes into this business—is there 
enough for both of us?” 

“There are twelve banks in Dallas,” 
answered the young man who had 
shown him the way to new profits. 
“Ten of them have put in personal 
loan departments. We are all getting 
a nice volume.” 

To J. T. Whitmore that remark 
brought the realization that it is only 
a matter of time before practically all 
banks will have a special department 
for the making of character loans. He 
had learned a lot of statistics about 
losses being less than one-fifth of 1 
per cent. as an average of banks 
throughout the country. He had 
figured out carefully that such loans 
made correctly with two co-makers on 
regular incomes were safe and at the 


few weeks. 


NEW book by the author 

of this article entitled 
“Startling Profits 
Loans” is being published by 
the Bankers Publishing Com- 
pany, 71 Murray Street, New 
York and will be ready in a 


same time netted approximately 14 per 
cent. interest. That alone would in- 


cite most any banker to action—but, 
far greater than that, he had entirely 
lost his first conception of small loans. 


THE SMALL LOAN AS A SINGLE ENTITY 


J. T. Whitmore first read about little 
loans being made in commercial banks 
about three years ago. 
At that time he visu- 
alized such a loan as 
a single entity. That 
is, he said to himself: 
“When we make one 
of these loans we 
must have at least 
three names on the 
note. We must look 
each of these individ- 
uals up closely so as 
to assure ourselves of 
their past records and their reliability. 
Then we will allow the loan to be re- 
paid in ten, twelve, or fifteen monthly 
payments. We will charge 8 per cent. 
straight discount, which will amount to 
nearly 16 per cent. gross annually but, 
all in all, it is a very trying loan to 
make. There is a great deal of detail 
work to be done in making it and still 
more detail work, in some cases, in col- 
lecting it.” In short, Mr. Whitmore 
followed most bankers’ manner of rea- 
soning. He drew a line about a certain 
small loan, set it off to itself, and pro- 
ceeded to tear it down piece by piece. 
His deductions were correct but they 
were inanimate. They were correct as 
far as one loan was concerned. 

Even when Mr. Whitmore had 
watched the line of small borrowers 
that come and go at the bank in Dallas 
for half a day he still had not learned 
to think collectively of such loans. To 
him a small loan department was a 
place where $100 was loaned and the 
profit was $8 less the expenses, or 
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where ten times that much was loaned 


and profits were $80 gross, but nothing 
more. 


THE “CONTACT” MAN 


Then, the second day as a visitor, 
Mr. Whitmore went about the bank 
to various departments and it chanced 
that he met a young man who called 
himself a “contact” man. He explained 
that most of his time was put in 
securing new accounts. Presently Mr. 
Whitmore ventured: 

“And are you getting many new 
accounts?” 

“Oh, yes,” replied the mixer, “but 
I'm not making the showing I did last 
year.” : 

“How’s that?” 

“I have-a hard competitor.” 

“You mean there are two of you at 
it now?” 

““No—you see we have a personal 
loan department now—and,” there was 
a certain sadness in the words, “‘it 
really looks like my job is becoming 
less important.” 

The eyes of Mr. Whitmore were 
alive with interest. “You mean the 
personal loan department is taking the 
place of a contact man?” 

“Exactly. We have had 433 new 
savings accounts opened in the last 
six months and they all came from the 
folks who got acquainted with us 
through the small loan department.” 

“IT suppose,” agreed Mr. Whitmore, 
“that the department would bring in 
some of the smaller savers, but it 
would not bring the larger accounts, 
the ones that really count. You still 
must go out and get those.” 

“You will be surprised to learn that 
we have just obtained a new account 
for $40.000 from the personal loans,” 
answered the dejected one. “I really 
should be elated about this, but I hate 
to have anyone beat my record. Of 
course, I am constantly working for 
new customers, in fact, I work with 
the small loan department, but it beats 
me right along. It brings the little 
ones and the big ones. It works night 
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and day. It’s the greatest advertising 
medium the bank ever had. It reaches 
76 per cent. of the folks in this town 
who never were inside this bank before. 
And then it reaches the officials of 
some of the largest manufacturing 
plants and commercial houses in the 
city. The employes go tell their boss 
how much service the bank is giving 
them and the boss begins to notice that 
we are doing more for his men than 
ever before. He likes it—his men like 
it. The first thing we know, we have 
the accounts of most of the men and 
the company’s account also. Of course, 
it isn’t 100 per cent.—nothing is—- 
but its a real account-getter and the 
per cent. isn’t so far from 100.” 


REAL ESTATE DEPARTMENT 


So with these animated words Mr. 
Whitmore took his first dip under the 
surface of small loans. He took away 
one of the lines he had drawn s0 
tightly about that picture of the one 
small loan and drew the line up to a 
big star marked “New Accounts.” 
Then he said good-bye to the contact 
man, told him to work hard and keep 
ahead of the small loan department, 
and made his way to a group of men 
sitting under a placard reading “Real 
Estate Department.” One of them 
was saying to a man and his wife: 
‘Just step downstairs to our small loan 
department and they will be very glad 
to make the loan of $300 on your 
house.” After the prospective bor: 
rowers had left he said to our hero: 

“We formerly made a lot of little 
real estate loans in this department at 
a small rate of interest—so small, in 
fact, that we lost money on them. We 
now handle all those in the personal 
loans. We get twice the rate we 
formerly received and now we handle 
them all through one man, which saves 
the time of several of our officers. 
The borrowers like it better, too. They 
like the savings plan in making theif 
payments whereby they get back the 
3 per cent. It educates them to become 
savers.” 
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LIQUIDATION 


NEW 
SAFETY BOXES 


: BETTER 
RATES 


NEW 
TRUST 
ACCOUNTS 


PERSONAL LOAN 
DEPARTMENT 


At lunch Mr. Whitmore talked with 
a discount teller who mentioned casu- 
ally that formerly the bank had a 
large number of renewal notes in its 
case which had been renewed repeat- 
edly—so often that they were almost 
considered as frozen assets. “We 
transferred them all over to the small 
loan department,” he said. “Now they 
are all liquidated. Funny how folks 
are, isn’t it? Let them pay $5 a 


month and they never miss, but give 
them a $50 note for 90 days and they'll 
renew it for the remainder of their 
life.” 

“Yes, that’s funny,” chuckled Mr. 
Whitmore, “but it isn’t half as funny 
to me as the fact that this small loan 
department of yours has actually 
saturated every department in your 
bank with new-life salve.” And then 
our scholar, whose vision was widening 
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appreciably, struck away another 
barrier from the picture of the little 
loan and drew another line from it to 
a second star labeled “Liquidation of 
Old Accounts.” 

Before the day was over he had just 
about removed all the limitations that 
had previously in his mind handicapped 
the maker of small loans. There were 
the new faces, better rates, new trust 
accounts, new safety boxes, in fact 
every division of the bank felt an in- 
crease through the personal loan con- 
tacts. Suddenly the old mechanical 
conception of the small loan assumed 
robes of gold and stepped forth as one 
of the consuming innovations in 
modern banking practice. 

“Eight dollars profit, less the ex- 
penses!”” somehow Mr. Whitmore heard 
himself repeating those words, but they 
seemed very faint and very far away. 
Somehow he wondered how he could 
have thought of small loans in such a 
restricted sense. “Eight dollars! Eight 


dollars!” he repeated, “Why, they'd 
be worth making in every bank in the 


land, if there were no direct profit at 
all!” 

And such has been the broad con- 
ception of larger banks which have 
entered the business of handling little 
loans. Indirect results benefitting the 
whole structure of the modern finan- 
cial institution have much outweighed 
actual profit on the ‘toans. But still, 
this profit has been excellent and of 
great assistance to more than 140 banks 
who have passed through the last two 
years of sub-normal conditions. 


MORE BANKS ENTERING FIELD 


Our banks are entering the field at 
an increasing rate. The actual figures 
by months, according to the available 
reports, show among larger banks six 
new departments opened in January, 
1930; February, eight; March, eleven: 
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April, fourteen; May, thirteen; June, 
eighteen; and nineteen in July. Ap 
proximately half of the banks entering 
the field are installing the savings loan 
system, whereby the entire department 
is made a part of the savings depart- 
ment. Other banks are opening special 
small loan departments where loans are 
made in payments ranging from ten to 
twelve months, secured by co-signers, 
furniture, automobiles, or stock and 
bonds. These are departments not 
connected with savings, being strictly 
small loans without payment of any 
rebates. Other banks are modelling 
their departments after the Morris 
Plan Industrial Banks, whereby the bor: 
rower purchases a certificate of invest 
ment and puts this certificate up as 
collateral for a loan. It is held under 
this plan that state usury laws are 
not applicable and such a plan is 
thereby usable where interest rates are 
legally too low for the proper handling 
and collecting of small loans.* 

Regardless of the plan adopted, 
every bank offers a constructive service 
in opening a department, which service 
is immediately recognized by a large 
majority of the community populace. 
No form of endeavor, be it banking or 
otherwise, succeeds quite so quickly as 
the thing or service for which there is 
a distinct need. Those things through: 
out history have stood’ forth because of 
the free advertising they receive. Today 
the small loan comes to the bank as a 
permanent part of its working fabric— 
as a constructive element in growth— 
a service which people will advertise 
by word of mouth—a_ department, 
which, by its good influences, like 
strong currents under the surface, 
brings to the bank new faces, new 
friends, new profits. 


*To those interested in opening new e 
partments the author will send samples © 
forms for different plans now in operation. 





Is the Large 


Bank Safer? 


By JosEPH STAGG LAWRENCE 


ence brought to bear upon Con- 

gress in its consideration of the 
banking problem is the legion of 
failures which has marked the period 
1920-30 as the dismal decade in Ameri- 
can banking. When one _ state 
(Florida) shows a failure of almost 
three-quarters of its banks and ten 
states confess to a failure of more 
than 30 per cent., the seriousness of 
the situation cannot be denied. The 
Comptroller of the Currency has come 
vigorously to the defense of the de- 
positor, whom he sees as the neglected 


To most powerful single influ- 


factor. We are in danger here of 
embracing a grave misapprehension. 

In the first place, the impression of 
losses to the depositors which the 
figures of the Comptroller suggest run 
away with the facts. American deposi- 
tors have not lost $1,500,000,000. Nor 
are they likely to lose $1,500,000,000. 
The figure represents the deposits of 
the banks which have failed and takes 
no account of the payments which 
liquidation of the assets will provide. 
That such compensation to depositors 
is substantial is indicated by the record 
of previous receiverships. In _ the 


This is the fourth of a series of articles covering the present 
tendency toward concentration of banking into larger and larger 


units. Dr. Lawrence is the author of “Wall Street and Washing- 


ton,” which attracted wide popular interest last winter. 


He has 


devoted many months to the study of this present problem. These 
articles are based upon material which will be available soon in 


book form. 


and innocent victim of our banking 
casualties. 

It is possible, however, that the facts 
as he states them afford an exaggerated 
and erroneous impression. It is pos- 
sible, also, that the implied cause of 
failure and the proposed remedy re- 
quire modification for the sake of 
greater accuracy. 

In the 1929 report the public is 
startled by the statement that the bank 
failures of the last decade have in- 
volved $1,500,000,000. This is coupled 
with the observation that the pre- 
ponderant majority of the demised 
banks were small. 

This colossal burden, therefore, is 
laid at the door of the small bank 
and the summary remedy of extinction 
is recommended for the offending male- 


period 1865-1928 the Comptroller's 
office closed 782 receiverships. Of 
these banks seventy were restored to 
solvency and paid their creditors in 
full with no other loss than that of in- 
convenience. For the remainder the 
creditors received 80.57 cents on the 
dollar. If this ratio of losses is main- 
tained for the state and national banks 
now in process of liquidation or re- 
organization, then the final net loss to 
our depositors on account of bank 
failures will not exceed 10 per cent. 
of the crushing burden suggested above. 
While $150,000,000 is a_ substantial 
sum, it hardly entertains the same 
heroic remedies as a loss ten times as 
great. Furthermore, it is spread over 
a period of nine years. Its incidence 
is diffused throughout a vast territory 
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and a goodly proportion of the deposi- 
tors who lose are also borrowers who 
have gained. 


REPLY TO THE COMPTROLLER 


The defenders of the unit bank have 
replied to the Comptroller’s indictment. 
The vast number of bank failures are 
granted and deplored. That they are 
for the most part small banks serving 
rural communities is also true. That 
they failed because they were small 
banks or because they served rural 
communities has been vigorously de- 
nied. Their champions urged the 
promiscuous granting of charters and 
inadequate capitalization as the real 
evil rather than size or the Arcadian 
character of the community served. 
There is great force in these conten- 
tions. ' 

Nor has the Comptroller's office 
been entirely free of indiscreet in- 
dulgence of charter applicants. Dr. H. 
Parker Willis puts the case aptly: 

“Bank failures have been numerous 
and they have been largely due to the 
unwise grant of charters to improper 
groups of people, often under political 
influence. Mr. Pole himself, when he 
came into office, is authentically stated 
to have cut down the proportion of 
charters (as compared with applica- 
tions) that was granted by about 50 
per cent., but he could not put out 
of existence the banks that had already 
been unwisely chartered by his prede- 
cessors, one of whom is now under 
indictment in the District of Columbia. 
These predecessors granted charters 
that never should have been bestowed, 
and as a result we have a host of weak, 
unreliable banks that crowd one an- 
other out of existence by being too 
numerously organized in places where 
there is no support for the multifarious 
institutions that have been established 
there.” 

That the progeny of our liberal state 
codes was excessive is revealed strik- 
ingly by the following facts. In 1920 
the 11,000,000 people of the State of 
New York were served by 1056 banks, 


the 2,500,000 people of Iowa by 1763 
banks while the State of North Dakota 
with 650,000 inhabitants was attended 
by 898 banks. The citizens of the 
Empire State were well served ap 
parently with one bank for every 
10,400 of their number. The Iowans 
required one bank for every 1420 in- 
habitants. The Commonwealth of 
North Dakota could not fill its allotted 
place in the economic sun unless every 
725 North Dakotans had a bank. In 
other words, the human base which 
supported one bank in New York 
supported 7.3 banks in Iowa and 14.3 
banks in North Dakota. That may 
have something to do with the 
longevity of our banks. The above 
figures fail to do the situation full 
justice. New York is the richest state 
in the Union. Its industries are diversi- 
fied. It contains the commercial and 
financial metropolis of the western 
hemisphere. One may safely conclude 
that any given number of inhabitants 
of the state are better able to support 
a bank than an equal number of the 
citizens of either Iowa or North 
Dakota. In view of all of which the 
bank failures of these three states for 
the period 1920-29 are not surprising: 
North Dakota, 444; Iowa, 467; New 
York; 12: 


NUMBER OF BANKS RESPONSIBLE 


The Economic Policy Commission of 


the American Bankers Association 
placed its finger unequivocally upon 
the excessive number of banks as 
“more responsible than any other fac’ 
tor for the banking disasters of the 
subsequent years.” It failed to discern 
in branch banking the specific against 
these failures. The remedy had a 
much more direct and logical relation 
to the cause. If the failures are due 
to an excessive number of banks the 
apparent remedy is to reduce that num: 
ber. Something may be accomplished 
by amalgamations and the conversion 
of independent banks into branches, 
but the principal objective of reform 
should be a reduction in the number 
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of charters granted. A complementary 
and supporting provision would be an 
increase in the capital requirements of 
banks. 

In a number of the states; e.g., 
Tennessee and Arizona, banking is 
conducted under the general corpora- 
tion laws, which means practically that 
there is no minimum capital require- 
ment. In the year 1929 the State of 
Tennessee had eight banks with less 
than $10,000 capital. One of these 
banks had a capital of $5000. After 
such a bank purchases its minimum 
ofice equipment and pays the expenses 
of organization, how much margin of 
safety does the depositor have? 


THE SAFETY FACTOR 


When engineers build bridges they 
provide a safety factor. They build 
the bridge to sustain all the weight 
which can ever be placed upon it 
multiplied by two, three or four. The 
normal assets of a bank are equal to 
its normal liabilities. If no losses are 


incurred the loans when repaid will 


meet all deposits. The capital, in 
addition to providing the physical plant 
within which the bank operates, should 
also be a safety factor. It is idle to 
expect a bank with a capital of $10,000 
or even $25,000 to withstand the 
strain of a general depression, of 
occupational distress or the collapse 
of local booms. Good management and 
ample business will of course mitigate 
such dangers but both conditions are 
the consequence of restricted bank 
charters. 

From the case against the unit bank 
it may be gathered that the small bank 
is particularly susceptible to failure 
and that the large institution, by no 
other virtue than its size, is, compara- 
tively speaking, immune. Much is 
made of the extended field of interest 
of the great bank,’ the diversification 
of its commitments, the facility with 
which reserve funds may be mobilized 
at the point of danger and the genius 
of its management. This notion needs 


: bit of debunking. We are prone to 
orget 


817 


Unfortunately, the scintillating 
mental qualities which place in the 
hands of great bankers the baton of 
leadership are frequently coupled with 
speculative instincts which lead their 
institutions to ‘the grave of bankruptcy 
as often as stupidity and peculation 
undermine the smaller bank. 

We have been regaled at length 
with the exemplary record of the 
Canadian banks in the matter of 
failures. Let us glance at another 
colony of Great Britain in which 
branch banking and large-scale banking 
had followed lines similar to those in 
Canada. When the year 1893 broke 
there were twenty-one banks with 
hundreds of branches in Australia. 
When that year closed fourteen of 
these banks with all their branches, 
including the largest, had failed. There 
was no inflation of the note issues and 
the commentators agree in attributing 
the crash to bad banking. These banks 
showed discounts and advances in ex- 
cess of deposits, which means that they 
had practically no secondary reserves 
of liquid securities. They had tied 
themselves up in mortgage advances 
which turned into frozen assets. They 
had speculated heavily in land. When 
a suspicious phalanx of depositors 
charged the banks and demanded pay- 
ment it could not be done. The banks 
of Australia, fortified with an elabor- 
ate branch organization, registered in 
a single year a mortality rate of 66 2/3 
per cent. Our unit banks with all 
their shortcomings have never turned 
in such a_ performance. 

It is also necessary to recall that 
the panic of 1907 was precipitated by 
the Knickerbocker Trust, hardly to 
be classified as a little country bank 
from the great open spaces. An 
autopsy revealed that this great institu- 
tion with its superb management had 
become involved in the promotion of 
copper securities. Apparently great 
bankers can sink their foundations into 
sand just as fatuously as the humbler 
members of the fraternity. Moreover, 
when such a bank fails it undermines 
the confidence of every depositor in the 
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land. The effects are far-reaching and 
extremely distressing. The failures of 
our small banks have been annoying 
to say the least but altogether they 
can hardly be classified as a major 
crisis. 

IN ITALY 


At the end of the war the banking 
business of Italy was conducted by four 
great banks known as the “Big Four.” 
They had elaborate branch organiza- 
tions and brilliant management. They 
could shift funds from places of re- 
dundance to areas of scarcity with a 
dispatch that would warm the heart 
of any present-day advocate of branch 
banking. Their assets showed a diversi- 
fication which would put the average 
investment trust to shame. They 
served big business in that big way 
which is not open to our restricted 
unit banks. Then Jove tossed his bolt 
from the unsuspected blue. The Banca 
Italiana di Sconto failed at the end of 
1921. The verdict was death due to 
excessive speculation in trade and in- 
dustry. At the same time another of 
the four horsemen of Italian banking 
found himself in such serious straits 
that the state had to bring succor. It 
created another bank for the sole pur- 
pose of discounting the “frozen” assets 
of these two stricken institutions. Two 
banks out of four makes a batting 
average of .500. Can our much 
maligned little unit banks equal that 
score? ‘ 

JAPAN’S SYSTEM 


More recently (1927) we find the 
banking system of Japan in major 
difficulties. The Peers Bank, one of 
Japan's largest and most reputable in- 
stitutions, failed. It had consummated 
a number of amalgamations with units 
which could not be assimilated. The 
imprudent haste in matrimony created 
discord. The bank had also become 
involved in top-heavy commitments in 
steamship, utility and industrial proj- 
ects. They did not fulfill the promise 
of their supporters. That sometimes 
happens even when the penetrating 


and lucid rays of that ineffable intelli- 
gence which presumably guides great 
banks is turned upon them. A number 
of other leading banks in Japan found 
themselves so embarrassed at this time 
that they would have closed their 
doors had not the state intervened 
with a moratorium. As in Italy, the 
government established an independent 
bank to take over the assets of the 
failed banks. Among other things it 
found them cluttered with profitless 
branches. 

It is very gratifying to the student 
of American banking concentration to 
be able to look across the northern 
border and observe in a_ neighboring 
country the reflection of those future 
conditions which will prevail in this 
country should the present trend of 
banking continue. Conditions in the 
two countries are sufficiently similar to 
permit a comparison. The fact has 
emboldened the friends of concentra: 
tion to point to the apparent safety of 
the Canadian system with convincing 
finality. The banks of Canada do not 
fail by the thousand. Canadian de- 
positors do not suffer losses. Branch 
organization and greater size are the 
answer. Let us look into this. 

CONSOLIDATION IN CANADA 

The Canadians had observed the 
tide of banking consolidation taking 
place in their own country with a 
measure of uneasiness which finally led 
to the inclusion of certain restrictions 
in the Bank Act of 1923 (sections 
99-111). These called for the consent 
of the Governor-in-Counsel based upon 
the recommendations of the Minister 
of Finance and the Receiver General 
before a merger could take place. Since 
Canada has a representative govern 
ment which reflects popular wishes and 
popular fears as effectively as our 
own, it can be taken for granted that 
no mergers would be permitted unless 
such a step was considered the lesser 
of two evils and could be defended 
before a hostile parliament. Since the 
passage of this Act there have been 
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seven mergers. It is singular that in 
every case the amalgamation was made 
necessary by the impending failure of 
one of the banks. The motive, there- 
fore, has been less a desire to realize 
the putative profits of monopoly or 
the economies of integration than the 
stark necessity of self-preservation. At 
the end of 1922 Canada had eighteen 
banks. Today she has ten. That 
indicates a casualty list of eight banks 
and represents a mortality rate of 44 
per cent. Whereupon we may con- 
template the frailties of unit banking 
with less embarrassment and greater 
composure. 

The managements of the world’s 
great banks have proved fallible even 
as the management of the smaller 
banks. We do not contend for the 
parity of the two types. By and large 
it can be conceded quite readily that 
the larger banks can afford and in 
fact do have more skillful and more 
intelligent management than the small 
banks. In pleading for branch banks 
on the ground that superior manage- 
ment will relieve us of the perils of 
failure we are casting a halo about 
that management which, in the light 
of experience, it does not merit. 
Failures may be reduced. When they 
occur the consequences will bear a 
gravity which does not attach to the 
failure of small banks. 


LOANS FOR THE SMALL BUSI- 
NESS MAN 


LETTER recently published in the 
New York World complains that 


it is impossible for the small 
business man to get sufficient credit at 
his bank to keep his business going full 
time. He suggests that credit extended 
more liberally to small businesses 
might help out the unemployment situa- 
tion. The letter reads: 


To the Editor of The World: 

In line with popular thought on unem- 
ployment, here’s an angle to be considered: 
One hundred and fifty thousand dollars 
weekly means a distinct increased purchas- 
ing power and as such is to be commended, 


but the bankers behind this donation will 
not consider the position of people like 
myseif. 

I have a small shop devoted to the manu- 
facture of metal products. I am fortunate 
in having had a goodly share of business, 
but the instant a job is complete I must 
perforce let my staff go. Why? Because 
the banks will not recognize the plight of 
the little fellow. They will not see a value 
in plant and equipment. They want rock- 
bound, tangible securities. “No, my dear 
fellow, you are asking us for a capital loan 
and your balances have not averaged 
$1000.” 

Result: We are unable to produce stock 
against the future for want of cash to pay 
the needed labor. John Jones, mechanic, is 
of necessity laid off. We can't buy now on 
our labor. 

The vicious circle continues. We sell a 
job, and our client, strapped for cash be- 
cause he does not collect from his accounts, 
shows the proper business spirit and gives 
us paper payments. We say, “Mr. Banker, 
if you discount this paper from a reputable 
house we will pay our bills and get the cash 
circulating. We will snap the circle.” “But, 
my dear fellow, your account has been run- 
ning low balances and we can't consider it.” 
Of course, if we could maintain high bal- 
ances we would not require discounting. 
‘ We face the situation. The girl is let go, 
and I do as much office work as possible, to 
the neglect of my selling. My partners put 
in extra hours and save a man's labor. We 
should prefer a more balanced working ar- 
rangement, but we can’t pay without 
money. We can't give labor a promissory 
note. 

And more along the same line. But you 
get the idea. Why don’t the bankers get 
it?) There are several hundred small shops 
in the same position we are. One hundred 
and fifty thousand dollars in small loans, 
secured as best they can, would enable the 
bankers to use the money over again several 
times a year (less a few possible losses) and 
provide work at $35 or $40 weekly to more 
men and for a longer time than the $15 
dole possibly can. 

SIDNEY SPINROD. 
Brooklyn, November 8. 


BANK PRESIDENT’S WILL PRO- 
VIDES FOR OHIO CITY’S DEBTS 


THE city of Pomeroy, Ohio, will receive 
$375,000 under the will of Wyatt G. 
Plantz, president of the First City Bank of 
Pomeroy, who died October 30. 

The money will pay off all bonded in- 
debtedness and other municipal debt and 
leave money in the treasury, city officials 
said. 
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Some Rules for Good Bank 


Management 


By HerBerT V. PROCHNOW 
Of the First National Bank, Chicago, III. 


TT ie banking knowledge which 
fitted a banker for the operation 
of a bank two decades ago, valu- 
able as that knowledge is today, is not 
sufficient to meet the needs of the com- 
plex business structure which has de- 
veloped in recent years. 

A significant fact regarding banking 
technique is that surveys and research 
constantly reveal methods of improving 
management. It remains, therefore, 
always an unfinished study. For the 
sake of stable operation alone, if for 
no other purpose, banking knowledge, 
methods and policies must keep pace 
with modern business progress, for into 
our banks are woven the fortunes and 
lives of multiplied thousands of men 
and women. 

Never before have bankers been 
faced with so many new problems. 
Never before has the need for co- 
operation been more urgent. While 
proponents of group, chain and branch 
banking are championing their respec- 
tive plans, unit bankers are staunchly 
defending the merits of the banking 
system, which has played such an im- 
portant part in the development of 
these United States. But, there is a 
common ground upon which all bankers 
may meet, regardless of their leanings 
toward a particular type of bank 
organization, and that common ground 
is the need for sound bank manage- 
ment. 

It is true that decades of experience 
have demonstrated the soundness of 
many important banking principles, but 
modern banking research and _ study 
have always revealed new opportuni- 
ties for increasing efficiency, reducing 


Condensed from an address before the 
Better Banking Conference of the Michigan 
Bankers Association. 
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costs, building profits and deposits, 
which it is imperative that every 
banker know. Each year, in the last 


five years, has increased the rapidity 
with which scientific bank management 
has progressed. 


SURVEY OF PROFIT TRENDS 


No one can survey the profit trends 
in individual banks and banks gener- 
ally without coming to the inevitable 
conclusion that there is a need for some 
straight thinking in this connection. 
To give just one example: One-third 
of the banks in a middle-western state 
show a net profit of less than 4 per 
cent. on their invested capital. These 
earnings are actually less than the rate 
which many of the banks pay on their 
savings accounts. And, yet, despite 
the fact that many banks submit dis- 
appointing reports of this kind, there 
are hundreds of country banks earning 
from 10 per cent. to 15 per cent. on 
their capital. Somewhere in the man- 
agement of these profitable banks will 
be found methods and policies, a 
knowledge of which would be of in- 
estimable value to those institutions less 
ably conducted. Almost every day 
there are unsuccessful banks taken out 
of the hands of unsuccessful bankers 
and brought over into sound, profitable 
institutions through good management. 
The fundamental guiding principles of 
sound bank management are applicable 
to every bank in this country, whether 
it be large or small, whether it be 
located in the country or in the city. 

Surveys covering hundreds of banks 
of all kinds and sizes, and tens of 
thousands of checking accounts, show 
that when a bank does not have the 
proper service or activity charges, seven 
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Fourteen Points of Good Bank 
Management 


When a bank is established, have a paid-in surplus of at least 
20 per cent. of the capital, and then build it up to at least 50 
per cent. of the capital. Let’s not be too anxious to pay divi- 
dends before we have an adequate surplus. 


Have capital and surplus equal at least to 10 per cent. of the 
deposits. 


Obtain a financial statement for every unsecured loan of $500 
or more. That would bring a real housecleaning in loans. 
Let the banker—not the customer—dictate the credit terms. 


Make no excess loans to any one. 
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See that the loans to officers and directors are the best in the 
bank. 


Maintain strong secondary reserves in U. S. Government bonds, 
commercial paper, bank acceptances, and short-terra, easily 
marketable securities. 


Do not let competition force unprofitable business upon us. 


Let’s not bid more for business than it’s worth. One unprofit- 
able account multiplied by 200 is 200 losses. 


Do not make capital loans to be used permanently in a cus- 
tomer’s business. 


Keep an investment account in outside diversified securities, 
including marketable bonds and mortgages. 
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Provide the directors with information regularly and secure 
their co-operation. 


Introduce the service and activity charges, and set up a scientific 
analysis of our checking accounts. 


Reduce our net losses. 


Manage the bank so that it makes a profit. 
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out of every ten checking accounts 
result in a loss to the bank; one just 
about pays its way, and two are profit- 
able. A flat service charge is not 
always sufficient. One individual with 
a $50 balance may write four checks 
in a month; another, with the same 


balance, twenty checks a month. The 
service charge should take activity 
into consideration. Beyond question, 
thousands of checking accounts are 
being carried at a loss with the banker 
even paying interest on some large 
unprofitable accounts. 





Why I Admire a Certain Banker 


What qualities should the “ideal banker” possess? 


This is the question which William 


H. Kniffin, Jr., vice-president of the Bank of Rockville Centre Trust Company, Rock- 
ville Centre, N. Y., put to his class in banking at the Monmouth (N. J.) Chapter 
of the A. I. B. Each member of the class wrote a short thumbnail sketch outlining 


his or her ideas of what a banker should be. 
best of these to be published in THE BANKERS MAGAZINE. 


Mr. Kniffin has consented to allow the 
They will appear once 


each month. 


1. He is always courteous, a prime 
necessity in a banker. 

2. He has self-confidence. 

3. He has sound business judgment. 

4. He has modern ideas regarding 
banking and the ability to successfully 
operate his bank on these lines in a town 
where old banking methods have pre- 
vailed for nearly one hundred years. 


Mr. X is the cashier and chief execu- 
tive of the younger of two banks in a 
town of approximately 9000 population. 
Largely through his never-failing courte- © 
ous manner and pleasing personality, 
his bank has outgrown the other in- 
stitution by a considerable margin. 


The fact that self-confidence has been 
another vital point in his success, is 
substantiated in that he came from a 
poor family, of which the other mem- 
bers have been failures over a period 
of three generations. He started out 
as a janitor and runner for the bank 
and through his firm determination and 
confidence in his ability has attained his 
present position. 

His sound business judgment is evi- 
denced by the fact that a statement of 
the institution shows a most satisfactory 
liquid condition, with adequate sec- 
ondary reserves; also by the continued 
growth of the institution and its ever- 
increasing number of satisfied depositors, 


many of whom have previously been 
depositors in the other local institution. 
Largely through his efforts, the bank 
has gradually built up the largest trust 
department in that section of the 
country. 

The bank has a securities corpora- 
tion, organized at his instigation, which 
has produced considerable revenue for 
the institution and, in addition, renders 
a valuable service to the residents of 
the community. He was one of the 
first in his locality to inaugurate a ser- 
vice charge on checking accounts and 
through his foresight and tact he pre- 
sented and explained to his depositors 
the necessity and advantages both to 
the bank and to the customers, so that 
very little difficulty was experienced 
and they were left in a satisfied frame 
of mind. In fact, in this connection, 
the bank lost but one satisfactory ac- 
count and this was not due to the in- 
ability of the banker to explain the 
matter, but to the bull-headedness of 
the depositor. 

I certainly must take off my hat to 
a man who started out with the handi- 
cap of his family’s reputation, which 
could hardly have been of a blacker 
nature, and who has, through his own 
pleasing personality and _never-failing 
determination, raised himself to the 
position which he now holds. 





What We Hope to Accomplish 
Through Bank Research 
in Virginia — 


By THomas C. BouUSHALL 
Chairman Bank Research Committee Virginia Bankers Association; and president Morris 


Plan Bank 


of the Virginia 

Bankers Association for 1928-29 
the subject of bank research was 
broached. At the ensuing meeting of 
the association in June, 1929, a com- 
mittee was authorized and appointed 
to look into a possible associational 
effort in research. This committee, 
with no precedent to guide it, under- 
took to formulate the direction in 
which research could be pushed to the 
advantage of the members; through 
what medium research could be carried 


N the administration of President 
[= S. Shields 


on and how it could be supported. 

The University of Virginia was ap- 
proached as to the possibility of estab- 
lishing there a chair of bank research. 
Here the committee met with instant 
response and the generous offer, not 


only of full co-operation, but Dr. 
Edwin ‘A. Alderman, president, and 
Dr. Alvis Kincaid, head of the school 
of economics, offered to have the 
university underwrite half the cost of 
such an activity. Dr. Alderman, in 
speaking to the committee, said, “This 
suggestion, coming from the bankers 
of the state, suggests thrilling possi- 
bilities and you may count upon your 
state university to lend its full re- 
sources to the achievement of such an 
undertaking and its fullest co-operation 
tor the attainment of the assured out- 
come of helpful results to all con- 
cerned,” 

It was determined, in conjunction 
with the university officials, that a total 
of $10,000 a year for five years would 
be sufficient to carry on the depart- 
ment until such time as results and 


of Virginia 

interest warranted a greater effort 
through enlarged funds. 

C. S. Carter, president of the asso- 
ciation for 1929-30, and W. S. Irby, 
secretary, gave the committee their 
unstinted support and fully indorsed 
the committee’s report presented at the 
1930 association meeting, which report 
was unanimously adopted. 

The report recommended that, after 
investigation, research was a proper, 
feasible and _ potentially profitable 
activity for the association to under- 
take; that the best method of conduct- 
ing research would be through a de- 
partment of bank research to be 
established at the University of Vir- 
ginia, which department the university 
would generously support in equal 
shares with the association. Due to 
the fact that the university would not 
have funds available for this work 
until 1931 and that the entire member- 
ship of the association was not fully 
acquainted with the possibilities of 
research, the committee recommended 
that it or a similar committee be re- 
appointed for 1930-31 for the purpose 
of educating the membership as to the 
value of research and of bringing in a 
recommendation as to just how the 
necessary five-year fund would be 
raised. 

C. C. Barksdale, the 1930-31 presi- 
dent of the association, reappointed the 
research committee which has the full 
co-operation of C. W. Beerbower, the 
association’s active and able secretary. 

Due to drastic conditions in the 
State of Virginia, resulting from .the 
drought, it seems apparent to the bank 
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research committee at this time it is 
best to undertake to raise the research 
fund by voluntary subscription rather 
than by associational assessment until 
such time as the member banks feel 
able and willing to be assessed. 

Such is the history of the bank re- 
search effort in the Virginia Bankers 
Association and it seems an assured 
fact that in 1931 a serious effort at 
bank research will be undertaken at 
the University of Virginia. 

It is fitting to add that John W. 
Pole, Comptroller of the Currency, 
and M. E. Bristow, Commissioner of 
Insurance and Banking of Virginia 
and past president of the State Bank 
Examiners Association, have given their 
hearty indorsement to this program. 


RESULTS OF RESEARCH? 


What are the potential fields of re- 
search; what results can be hoped for; 
what benefit can come to the members 
of the association; what facts can such 
an effort hope to produce not now 


known to the members through the 
already able activities of the American 


Bankers Association and its various 
sub-groups of national banks, state 
banks, savings banks, trust company 
divisions, clearing house division and 
secretaries group, which have presented 
so many studies to the bankers of the 
entire country? 

Has not research already been in 
process for years and are not these 
findings well distributed at nominal 
cost of publication? What, then, can 
the Virginia association hope to ac- 
complish that has not been already 
done or is not already undertaken? 

These are very fair questions for 
any Virginia banker to ask when ap- 
proached for financial support. They 
are very fair questions for any banker 
elsewhere to ask of the Virginia asso- 
ciation. They are very fair questions 
for the American Bankers Association 
to ask of the Virginia association, 
which is but a portion of the national 
group. 


THE BANKERS MAGAZINE 


ITS AIMS 


This, then, is what the bank research 
committee of the Virginia Bankers 
Association has set forth as the legiti- 
mate aims for a research effort which 
the committee feels warrants the in- 
auguration and support of such a 
department: 

1. Research into the history, causes 
and results of all bank failures in Vir- 
ginia with a view of so presenting these 
ascertained facts that member banks, 
their officers and directors may be able 
to recognize within their present 
organizations such danger signals as 
appeared in those banks of the past. 

A study of bank failures throughout 
the United States listed as to causes 
and analyzed as to results bears but 
little relation to banks in Virginia. 
And therein lies a great part of bank 
research effectiveness as proposed. It 
is hoped by bringing the spectre of 
bank failure right up to the doorstep of 
a bank, the story of its neighbor across 
the street or in the adjoining county, 
that the nearness of such disaster will 
cause a heart-searching at home. To 
the larger banks in Virginia cities who 
are correspondents for and creditors of 
country banks such analyses must be of 
tremendous value in extending credit 
to these smaller institutions. Through 
a sound and sensible co-operation be- 
tween the city bank and the country 
bank future failure cam be reduced to 
a minimum while the sounder banks 
may receive greater co-operation which 
a present lack of facts may hinder. 

Such searching, such re-searching of 
the facts of bank failures in Virginia 
should be of inestimable value to both 
the state and national banking depart- 
ments in promptly eliminating from 
existing banks weaknesses thus brought 
to light by these discovered danger 
signals. 

The study of bank failures in similar 
sections of the United States will be 
helpful guides as well in an effort to 
prevent future bank failures when 
such studies are applied to conditions 
that actually exist in Virginia. 
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2, Dun reports some 2000 failures 
every month occurring in the United 
States. Virginia has its proportion of 
these failures. Every such failure usu- 
ally absorbs a part of the profit of 
some Virginia bank or even some of 
its surplus and sometimes its capital. 
It is not enough to stop at the causes 
of failure in banks—research must go 
on into the causes of failure among 
the banks’ customers. 

When such a study is confined to 
the borders of the state it is possible 
to determine danger signals in the 
various enterprises that exist here, and 
by a candid and analytical presenta- 
tion of the causes of commercial 
failures among the customers of Vir- 
ginia banks these banks should be able 
first of all to reduce their participa- 
tion in the financing of new ventures 
that research shows inevitably to be of 
short life; next to eliminate as quickly 
as possible from their portfolios obliga- 
tions of established businesses that have 
no chance of success; to save for them- 
selves what they can of loss that would 
grow to larger proportions if doomed 
businesses are further financed; and 
finally that the bankers of Virginia 
may become better counselors for their 
solvent customers and prevent them, by 
constructive suggestion and firm action, 
from slipping into those pitfalls which 
research shows to be fatal in Virginia. 

3. The first two items of research 
are directed at the elimination of error 
that threatens the very existence of the 
banks. The next item is of like nature 
and of equally vital essentialness in 
bank operation. This is the subject of 
profitable bank administration, and here 
we seem to come into close proximity 
to the American Bankers Association 
efforts but here, perhaps, is an even 
better illustration or justification for 
a bank research effort limited to a re- 
stricted area such as Virginia. 


BANK MANAGEMENT 


The studies heretofore conducted by 
the American Bankers Association re- 
lated to bank operating costs, income, 
profits, resources, reserves and capital 


accounts must of necessity be always 
typical of groups related to the entire 
country. Sometimes the statistics have 
been narrowed to Federal Reserve dis- 
tricts; sometimes separated into state 
banks, national banks and trust com- 
panies and sometimes as to savings 
banks. 

But what is needed is that the profit- 
able, well-run banks of Virginia in the 
city and in the town and in the village 
should be analyzed.- The less profitable 
and non-profitable banks should like- 
wise be analyzed and, given like condi- 
tions in like territory, the contrast can 
be made between well-run and poorly- 
run similar banks within practically the 
same locality. Then the iron hand of 
inevitable facts clamps down upon the 
wishy-washy bank management, either 
strengthens it into successful action or 
eliminates that management by action 
of an informed directorate or a vigi- 
lant bank examiner’s recommendation,, 
turns an unproductive capital invest- 
ment into profit and bulwarks the de- 
positors against future loss by reason 
of waning capital through the attrition 
of profitless bank operation. 

It must be apparent that localized 
research into bank management can 
alone produce results of this nature. 


SERVICE TO CUSTOMERS 


4. The fourth large subject of bank 
research promising benefit to the asso- 
ciation membership is that of ascertain- 
ing from careful study in all parts of 
the country, abroad, at home and 
possibly in other financial fields what 
new, profitable services the banks can 
offer to their customers. This study 
would, of course, be related to existing 
laws governing state and national banks 
with a view to recommending intelli- 
gently such necessary statutory changes 
as might be required to make possible 
such new services. ‘The authority of 
able research would very probably in- 
sure such legislative action promptly 
by reason of presenting ascertained 
facts as opposed to evolved opinion. 

What form these newly discovered 
services may take the committee on 
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bank research cannot foretell, else per- 
haps research would not be needed in 
this direction, but there are enough 
existing conditions to warrant that 
proper study could define them into 
practical solutions. 

One direction alone in which studies 
may carry would be the combination 
of many services now offered by differ- 
ent agencies in the community entail- 
ing upon the consumer of such services 
an overhead for each unit offering the 
facilities. It may be, that banks will 
be able to act in multiple capacity to 
finance home-building, now conducted 
by the building and loan association; 
to insure the risks of its customers not 
only for the customers’ protection but 
for the bank’s as well, thus assuring, 
by insuring, a sounder risk. Group 
activity among independent banks may 
enable smaller units to underwrite 
mortgages, bond issues, sell securities 
and act for their customers as brokers 
in security sales that would not now be 
feasible for unit activity alone. 

These are but suggestions to indicate 
that there are fields of profitable study, 
which fields might be dangerous if 
opinion and not fact determined their 
undertaking. 

There are many miscellaneous studies 
the results of which when brought to 
the member banks’ attention cannot be 
other than helpful. For example, all 
bankers are not fully informed on the 
various governmental functions of 
financing crops, farm mortgages and 
foreign shipments, nor do they know 
the many ramifications of state and 
Federal research into commerce, agri- 
culture, home economics, animal hus- 
bandry, bureau standards and pure 
food analysis. Were the entire member- 
ship fully informed as to how they 
and their customers could profitably use 
governmental agencies some must bene- 
fit from this vast array of available 
help and information. 

The banker is the center of com- 
mercial, agricultural and _ industrial 
activity in each community. If the 
bankers of the state combined to act 
as a clearing house to indicate to 
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distant or neighboring sections within 
the state what that section produces as 
a surplus and what it imports as a 
deficit, intra-state trade would be 
vastly stimulated, funds now shipped 
out to purchase products no better 
than those available either within the 
county or the state would be kept at 
home to make more prosperous cus 
tomers and larger balances for the 
bank. A research effort would quickly 
bring to light such potential. fields of 
service for the bank to render to its 
community at a profit to all. 

So wide is the field of research 
within the present activity of banks 
and so full is it of potential profit, 
potential strengthening of the indi 
vidual and associational bank structure 
that even a mild acquiescence to bank 
research would seem inevitable from 
the most skeptical. And so wide is 
the green field of activity without the 
conventional banking scope that the 
research enthusiast becomes a crusader. 

Were banking research established 
within the confines of each state the 
discovered facts produced would doubt: 
less furnish basic conclusions that 
should be made available to all sections 
of the country and herein perhaps lies 
the future possibility of a national re- 
search effort conducted by the Ameri 
can Bankers Association to co-ordinate 
the localized efforts for the benefit of 
the national group. 

One final word is required to 
eliminate possible adverse opinion that 
might otherwise arise from reading 
these pages. The bank research com 
mittee of the Virginia Bankers Asso 
ciation is acting without precedent to 
guide it on its way. ‘This committee 
expects to seek the aid of every estab 
lished research effort it can reach. It 
expects the research department when 
established to do likewise. This com 
mittee hopes for and will welcome 
suggestions, assistance, criticism and 
guidance as it gropes its way along 
seeking to render a service to its asso 
ciational membership in Virginia of 
other groups that may be interested in 
its efforts. 





The Moral Law—and Economic 
Crises 


By H. BertraM Lewis 
Vice-President Commercial Credit Co., Baltimore 


UT of the babel of formulas— 

social, economic, philosophic, 

religious, scientific—to which 
the war and its subsequent phenomena 
have given birth there begins to emerge 
a ray of fundamental truth. 

It is not new truth. Fundamentally 
speaking there probably is no new 
truth. New relationships, new finan- 
cial methods, new philosophic tenets, 
new religious concepts, new scientific 
theories—all these there are, indeed, 
but not new fundamentals. For the 
fundamentals seem to be rooted and 
grounded in the moral law, which 
came to earth before man and has not 
changed one iota since. 

The causes of war and the means 
of its prevention have been endlessly 
discussed. Every other social problem 
has been probed and panaceas offered. 
Science has proved both the existence 
of God and His non-existence, both the 
immortality of man and his mechanistic 
origin and limitations. Economists have 
proclaimed the New Era of Universal 
Prosperity and, anon, the New Era 
of a Universal Cut in the Living Scale. 

In the meantime business has been 
good, bad, good and bad again, in 
successive phases of the cycle. The 
late low spot has caused depression 
proportionate to the blatant optimism 
that preceded it. Panic psychology 
has prevailed in many quarters and 
panic measures have resulted from that 
state of mind. Personnel has been 
lopped off and salaries cut rather than 
draw upon surplus for dividends and 
the widely impaired buying power that 
has resulted has given artificial accentu- 
ation to a business slump whose natural 
causes did not justify such radical 
deflation. 


And out of wars, discussions and 
business fluctuations one principle 
begins to be discernible as basic, 
namely, that the individual man is 
absolutely at the core of human affairs, 
and that neither international, social, 
nor business relationships will ever 
attain to stability until his welfare 
becomes an issue of paramount impor- 
tance to his fellow. The traditional 
ideal of “the greatest good for the 
greatest number” is not abrogated, but 
thought first of the individual rather 
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than of the mass begins to appear as 
the only dependable means of achieving 
it. 


LACK OF SYMPATHY 


To reduce this discussion to the 
realm of every-day logic—we are dis- 
covering at the root of wars, social 
maladjustments and economic crises 
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a great and shocking lack of sympathy 
tor the other tellow, due largely per- 
haps to our habit ot thinking ot men 
in the mass rather than ot man as a 
person. 

Sympathy is not a product of the 
mass complex. While you think of 
men in masses it is easy to justity the 
present misery caused by war because 
of the social advantages to be gained 
by achieving its objectives. You can 
forget the hell through which a losing 
foe is passing by picturing the benefits 
to be realized by his descendants under 
the beneficent rule they will enjoy as 
your subjects. And in business you 
can condone gross injustices to persons 
adversely affected by your policies by 
reflecting on the value—real or fancied 
—of those policies to the business as 
a whole. Only when the misery of 
one person who suffers from your war 
or from your business - policies becomes 
poignant to you do you begin to feel 
and manifest the kind of sympathy 
which in the long run leads to the 
greatest good for the greatest number. 

The policies of many corporations 
during the last two years have been 
totally uninfluenced by such sympathy, 
and if the good for the greatest number 
has been in their thoughts at all it has 
been the good for those stockholders 
who held the greatest number of shares. 
The grief we have all taken within 
that time as a result of economic un- 
balance has been due in some measure 
at least to this spirit of selfishness. 

During the bountiful year of 1928 
and the plethoric nine months that 
preceded the crash of 1929 we followed 
where expediency led without so much 
as a thought of the long-swing conse- 
quences. (Generally speaking, of 
eourse. There were notable exceptions.) 
We added shifts, took on more clerks, 
piled up the overhead and behaved in 
all respects as if the prevailing order 
were with us to stay, wholly indiffer- 
ent to the effect that our opportunist 
measures might have on the man who 
would lose out if that theory proved 
to be fallacious. We merged and re- 
merged and then merged again to the 
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great personal loss of many un-merged 
individuals, but with the greater profits 
ot some ot the merger stockholders in 
view. At least a small percentage of 
the impaired buying power which 
began to make itselt feit during the 
summer of 1929, and has been an in- 
creasingly sharp thorn in the side of 
business ever since, has resulted from 
the undeserved misfortunes that came 
to those individuals through policies. 
that ignored their personal welfare 
absolutely. 

Since profits first began to shrink in 
the ensuing readjustment the same dis- 
regard of individual suffering has led 
us in most cases to rate men as of less. 
value than dividends—with a resultant 
effect on earnings as a whole which 
may have been more damaging in 
actual dollars and cents than a policy 
that placed the human values first. 
And with each new wave of personnel 
and salary curtailment the depression 
has deepened. Our disregard of indi- 
viduals has started a vicious circle, 
tending downwards. 


IDEALISM NO CURE 


Impractical idealism cures no ills so. 
let it be understood at once that the 
writer recognizes difficulties in the way 
of placing individual welfare at the 
forefront of our business objectives. 
Circumstances have a way of placing 
individual interests in opposition to: 
each other. Business is competitive 
and the loser in any form of competi 
tion cannot be as well satisfied with 
his lot as the winner. But these condi- 
tions need not prevent an attitude of 
mutual sympathy between the indi 
viduals involved, however much their 
interests may seem to be opposed. 
Where mutual sympathy exists acts of 
mutual justice will follow. And while 
the man who receives just treatment 
may not always prosper, he will cer 
tainly prosper as much as he deserves, 
which is all that any of us has the 
right to ask for. 

It is the undeserved setbacks that 
break a man’s spirit and embitter his 
life, and far too many such have been: 
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recorded among able, loyal, hard-work- 
ing employes and executives during 
both the inflation and deflation periods 
through which we have recently been 
passing, due almost invariably to ¢or- 
porate policies that have taken as little 
account of individual suffering as of a 
pinch of dust on the board room floor 
on the days of their adoption. The 
writer frankly doubts that in the long 
run such policies pay either the cor- 
porations by which they are enacted 
or society at large. 

When the Four Horsemen set forth 
in 1914 or thereabouts to chasten our 
world into a sounder sense of life’s 
values their first objective was ap- 
parently to bring home to us a con- 
sciousness of mutual dependence—a 
realization that you cannot put a train 
of evil influences at work anywhere in 
the world without producing evil 


effects, to a greater or less degree, all 
over the world. They are making the 
lesson more convincing every day. The 
present stage of their campaign seem- 


ingly aims to teach us that economic 
law in its essence is merely moral law, 
applied to business problems. And it 
may be that if we learn that lesson 
thoroughly the late lamented New Era 
will come forth from its mausoleum 
and settle down with us to stay. 

In practical terms, consider the effect 
on personnel standards and policies if 
our corporations regarded each indi- 
vidual they employ as a-new responsi- 
bility rather than as so much exploit- 
able property; if they recognized an 
cbligation to make each such employe 
as useful and therefore as profitable to 
them and to himself as he could pos- 
sibly become and to hire none such 
that they did not expect to retain and 
develop to the utmost of their possi- 
bilities. A position of that kind would 
mean far more careful selection of new 
personnel than is usual today, a limited 
and therefore sane expansion of the 
force in bumper years, a thorough plan 
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of training employes that would in- 
sure not only the highest possible re- 
turn to the company from every such 
human investment but the utmost pos- 
sible advancement of that individual 
and the greatest opportunity for him 
that his ability justified. It would mean 
some provision in the way of a savings, 
a profit-sharing or an old-age pension 
plan that would safeguard him from 
hardship when he had finally burned 
himself out in the service of the com- 
pany. It would mean that before the 
advantages of the merger received final 
consideration the welfare of the indi- 
viduals whom it would affect adversely 
would be thoroughly considered and 
provided for as generously as possible. 

It would mean a degree of loyalty 
throughout the organization that is 
most exceptional among corporations 
today. It would mean a staff of ex- 
ecutives far more thoroughly trained 
for its job than the usual hit-or-miss 
methods of advancement ever succeed 
in developing except through blind 
luck. 

It would mean as stable an employ- 
ment situation as it is possible to create, 
with steady and confident buying 
power at all times supporting the com- 
modities’ markets. 

It might prevent some of the spec- 
tacular moves that we Americans so 
delight to engineer and contemplate 
and it would undoubtedly hold down 
such flights as that of 1929, so that 
some of the fleeting thrills of business 
as conducted today would be sub- 
tracted from its future possibilities, 
but it would equally limit the recipro- 
cal dips in the chart, whose headaches 
never fail to counterbalance the ecstatic 
madness of the frenzied periods. 

Business, after all, is but the eco- 
nomic inter-relationship of human be- 
ings. Its profits and losses are made in 
the minds of men. It can only remain 
stable while the underlying human 
factors are in a state of balance. 
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What Do Bank Presidents 


Do in 


the Smaller Towns? 


By W. R. O'NEAL 
President First National Bank and Trust Co., Orlando, Fla. 


HE writer was much interested 
Ts the article in the September 

number of THE BANKERS MaGa- 
ZINE by John Walker Harrington, on 
“What Do Bank Presidents Do?” 

A discussion of the duties is con- 
vincing as to the efficient conduct of 
the banks in what the World Almanac 
calls the “big cities.’ A much more 
interesting study would be “What do 
bank presidents do in towns having 
a population from 1000 to 25,000?” 

These 20,000 men in the country 
banks—what part have they in the 
major problems of the economic con- 
ditions of the United States? It seems 
a fair statement, that it depends very 
largely on what these bank presidents 
do as to how many banks will be 
needed in the big cities. Also how 
many big cities will there be if the 
20,000 bank presidents in the country 
banks do not understand the real 
economic problems of the country, and 
function accordingly? Does it not 
follow as day the night, that unless 
these men do their work intelligently, 
eficiently, and well, that it raises a 
very serious problem in the progress 
of this country? 

Forty years’ experience as a small 
town banker has given the writer op- 
portunity to know something of what 
these 20,000 men really do. The ex- 
perience of one is much the experience 
of the other. 

Briefly: He arrives at the bank at 
8:00 a. m., to get the mail out of the 
way before the bank opens. There 
are inquiries from banks, lawyers, col- 
lection agencies, sales organizations, 
manufacturers, asking information on 
every possible question, from the credit 
rating of some small purchaser to the 
appraisal of large tracts of land. Even 
asking to help locate lost relatives. Or 


whether or not a change in business 
location would be advisable. The bank 
is a daily free information bureau on 
all subjects which everyone seems to 
feel at liberty to present. 

The doors open: Enters Mr. Brown. 
He has a good farm, stock, farming 
implements, crop in the making, but 
no reserve cash. Getting along as best 
he can until the crops can be sold. 
Physician tells him his wife must go 
to the hospital, today. Will require 
$500. Must have it at once. The 
banker arranges it. 

Merchant waiting: He purchased 
more stock than he should; season was 
bad; goods would not turn as quickly 
as he thought. Jobber or manufac- 
turer pressing him hard. Bankruptcy 
seems inevitable. Bank must fix it. 

Enters widow: Husband died unex- 
pectedly. Estate much involved. Has 
been advised to see her banker. Goes 
over the entire matter, seeking advice as 
to what to do. 

Mother comes to ask help for her son. 
She knows that if he can just get into 
business he will succeed. Has no avail- 
able cash. Owns a little home. What 
will the banker advise her? 

School teacher who will not receive 
her pay until the county or state makes 
payment. Must live in the meantime. 
Will the bank advance the money 
until she receives her pay? 

All through the day, and day after 
day, these and similar transactions go 
on, and on, each vital to the individual. 
You say this is not banking, but it is 
the service which has been rendered by 
the banks in every community in 
which they -are located. 

Moreover, the president of the bank 
by reason of his position, established 
by custom, is expected to head every 
subscription list for charity, church, 
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town improvement, advertising, and 
all matters supposed to be for the 
benefit of the community; to be present 
at the meetings of the Chamber of 
Commerce, civic clubs, and fraternal 
lodges; to attend picnics, funerals, wed- 
dings, political meetings; in a word, to 
be always present and have a part in 
every public function in the community 
in which he lives. Why? Because 
custom has given him a prominent place 
in the community. In his place as a 
banker, whether he will or no, he is 
compelled to do these things. 

It will be admitted that in the last 
fifty years the development of prac- 
tically every community has in a large 
majority been due to the sympathetic 
co-operation of the local banker, which 
has made the United States what it is 
today. It needs no prophet to predict 
that if the present tendency continues 
to develop so that chain banks, chain 
stores, oil companies, railroads and 
express companies and larger corpora- 
tions concentrate their funds in the 
reserve cities, thereby reducing the 
ability of the country bank to properly 
serve the community, the local bank 
president is reduced to the condition 
of a manager who receives deposits 
and transfers them to the reserve 
center and there must be created a 


different financial system whereby the . 


local financial needs of the community 
will be provided for, or this country 
must return to the cash basis, when no 
credit will be expected or asked. 


AMERICANS CONTROL 2000 
FOREIGN BRANCH 
FACTORIES 


MERICAN interests are estimated 
A: control today more than 2000 
branch factories in foreign coun- 
tries, employing in the neighborhood of 
500,000 men, with Canada leading all 
other countries in number of American 
branch factories, according to the Index 
published by the New York Trust Com- 
pany. 
“Though this migration of American 


industry commenced before the war,” 
says the Index, “the most rapid ex- 
pansion has taken place during the last 
ten years, conjointly with the marked 
increase in our investments in foreign 
countries. The effects of the movement 
on American export trade and labor 
conditions, and on industrial practice 
and living conditions abroad may, in 
time, be extremely far reaching. 

“Prior to the war, the erection of a 
high Canadian tariff against American 
automobiles led to the establishment of 
branch plants in Canada by American 
automobile manufacturers. Not only 
was the Canadian tariff circumvented 
by this means, but the benefit of the 
preferential tariffs between members of 
the British Empire was also obtained, 
exports from Canada to Empire coun- 
tries being favored with lower tariffs 
than those from the United States. 

“Largely due to these advantages, the 
establishment of American branch fac- 
tories has progressed more extensively 
in Canada than in any other country. 


The list of commodities manufactured 


in that country in American-owned 
plants, ranges, according to the Depart- 
ment of Commerce, from razor blades 
to threshing machines, perfume sprayers 
to motor trucks, silk gloves to machine 
belts. 

“Although certain conspicuous prod- 
ucts, like automobiles, newsprint paper, 
aluminum and agricultural machinery, 
most generally are associated with 
American industrial interests in Canada, 
one is likely to overlook the large num- 
ber of less important American special- 
ties manufactured in branch plants in 
Canada and as firmly entrenched in the 
Dominion as they are in the United 
States. 

‘Advantages to be gained from inter’ 
imperial preferential tariffs have like- 
wise been an important contributing 
reason for the erection of a large num- 
ber of branch factories in Canada, 
Australia and New Zealand in recent 
years. Next to Canada, however, 
Europe is the most important field for 
American branch factories.” 





Bankers Should Keep a Weather 
Eye on the Bond Market 


By Frep B. Barrows 


Statistician Rhode Island Hospital 


| the collapse of the stock market, 

two important and not unrelated 
developments in the financial world 
have been the sharp rise in bond 
prices and the resumption of bond 
buying in volume by the banks. The 
return of the banks to the ranks of 
bond buyers is especially significant, as 
not a few of them are still nursing the 
wounds received in 1928 and 1929 


[: the year that has elapsed since 


while liquidating bonds under Federal 
Reserve mandate in a bear market. Yet 
since last October the weekly reporting 
member banks of the Federal Reserve 
System, which comprise about 40 per 
cent. of the banking power of the 


country, have bought over a billion 
dollars’ worth of bonds, raising their 
combined investment account to the 
highest levels on record. In the same 
period bond prices have regained al- 
most all of the ground lost in the long 
decline of the preceding eighteen 
months. 

These features and others are shown 
on the accompanying chart. The upper 
curve is Standard Statistics’ index of 
the average price of thirty bonds, and 
the lower curve the total investments 
(principally bonds) of the weekly re- 
porting member banks of the Federal 
Reserve System. Both curves are 
plotted on a weekly basis from the 
beginning of 1927 to date. Much of 
the financial history of the period can 
be read from this chart by one fa- 
miliar with the causes of the fluctua- 
tions of the two curves. The advance 
in bond prices in the last half of 1927, 
followed by an increase in the invest- 
ment holdings of banks, was in re- 
sponse to the Federal Reserve easy 
money policy, which was supported by 
heavy buying of Government securities 
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by the Reserve banks and by the es- 
tablishment of a uniform  rediscount 
rate of 3/2 per cent. throughout the 
system. A comparison of the two 
curves at that period seems to indicate 
that most of the buying by banks fol- 
lowed rather than anticipated the rise 
in prices. 

Early in 1928, with the stock market 
on a rampage, Federal Reserve policy 
was abruptly reversed, and while gold 
still flowed out of the country in huge 
quantities, the Reserve banks sold securi- 
ties heavily and raised their rediscount 
rates at intervals until by mid-year eight 
banks were quoting a 5 per cent. rate. 
While this onslaught was directed at 
the stock market, it struck the bond 
market squarely, and bond prices 
crumbled early in the second quarter. 
Between April and July the sharpest 
drop in the two-year period occurred. 
Banks watched their profits in bond 
accounts vanish, but did not sell until 
the average price had dropped nearly 
three points. About mid-year, however, 
when they found themselves in debt to 
the Federal Reserve System to the ex- 
tent of nearly $1,200,000,000, they 
liquidated about $300,000,000 of in- 
vestments in a feeble attempt to im- 
prove their position. In the fall the 
Reserve System relented to the extent 
of extending generous aid to the bill 
market to facilitate the financing of the 
movement of the crops and the ex- 
pansion of trade. Money temporarily 
became easier and bond prices firmed. 
The banks sat tight with their bonds 
and the stock market went merrily on 
its way, absorbing all the credit in 
sight. 

Nineteen hundred and twenty-nine 
opened with the Reserve Board more 
concerned than ever over the credit 


833 





RESOURCES MORE THAN ONE BILLION DOLLARS 


Bank of A\ America 


National Trust & gy | fj Savings Association 
CALIFORNIA Soo 
egret Oe 


4, 
% 
sell, 


oe 
y av 
edly Tika 


7) 


A CONSOLIDATION OF 
BANK OF ITALY 


NATIONAL TRUST & SAVINGS ASSOCIATION 
AND 


BANK OF AMERICA 


ov €hetittsar? @ ee # te 
EFFECTIVE NOVEMBER 3, 1930 


Fi HE CONSOLIDATION of these institutions unites 
the resources, facilities, service, prestige and 
good will of two great statewide banking organi- 
zations and marks one of the greatest forward 
strides in the financial progress of California. 


‘Bank of America National Trust & Savings Association...a National 
Bank...and Bank of America...a California State Bank...are iden- 
tical in ownership and operation...438 offices in 243 California cities 


Corporation of America 


IDENTICAL IN OWNERSHIP 





THE BANKERS MAGAZINE 


FLUCTUATIONS m BOND PRICES ano 


w INVESTMENT HOLDINGS 
COMPARED 


(BY weexKs) 


STATISTICAL DEPT. 
R.1.HOSP. TR. CO. 


er BANKS or rue U.S. 


Sources: 

BOND PRICES - STAND.STAT. 

INVEST. - WKLY. REPORTING 
MEMBER BANKS * 


SE 


SCALE A — BOND PRICES IN DOLLARS PER $100 BOND 
? B— INVESTMENTS IN BILLIONS OF DOLLARS 


situation. Finally early in February it 
issued its now famous manifesto, ad- 
vising member banks that they were not 
within their reasonable claims for re- 
discount facilities at the Federal Re- 
serve banks when they were borrow’ 
ing either “for the purpose of making 
speculative loans or for the purpose of 
maintaining speculative loans.” 

After this pronouncement the mem- 
ber banks had the alternative of re- 
stricting loans on securities to their cus- 
tomers or of selling bonds. They chose 
the latter, and in the following six 
months the weekly reporting member 
banks reduced their investment port- 
folio by about $600,000,000. At this 
time money rates were very high and 
the whole world was interested in 
stocks. Bond prices were declining, 
and naturally the heavy liquidation by 
banks acted to depress them still fur- 
ther. The parallel lines of the two 
curves during this period are striking. 

No one knows how far the move- 
ment would have gone had not the 
bubble of stock inflation been pricked. 
The liquidation of bonds by the banks 
had not done much to improve their 
position with the Federal Reserve; they 
Were still borrowing heavily and money 
was ticht. But with the collapse of 


stock prices, the situation changed over- 
night. Federal Reserve policy again 
became one of easy money. Demand 
for speculative loans was cut in half, 
though the half which was eliminated 
was that which had been filled by the 
loans of non-banking lenders, and with 
business depression settling over the 
country the demand for commercial 
loans receded. Money rates dropped 
more rapidly than ever before. 


SYMPATHY OF BONDS 


At the time of the stock break a 
sympathetic convulsion swept over the 
bond market, as bonds were alternately 
purchased and dumped under the exi- 
gencies of margin requirements in the 
stock market, but by the end of the 
year prices were stabilized at levels con- 
siderably above those of early fall. The 
rise in the curve of investments in Oc- 
tober and November was due to the 
acquisition, perhaps by necessity, of 
some $300,000,000 of investments by 
New York banks in the six weeks’ 
period following the stock market col- 
lapse. The general run of banks 
throughout the country were hesitant 
about entering the bond market, and it 
was well into March before they began 
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to buy bonds. Since their re-entry 
into the bond market, however, they 
have added to their holdings almost 
steadily, the upward movement of the 
curve picturing this expansion of bond 
holdings being striking for its smooth- 
ness and sharp inclination. Bond prices 
overshot the mark in March, as a sud- 
den sinking in money rates developed 
around the quarterly tax date, and a 
period of weakness followed. The lost 
ground was recovered, however, before 
the middle of the year, but a sharp set- 
back occurred at the time of the June 
break in the stock market. Thereafter 
bond prices advanced rapidly until the 
last week or two, when again a sympa- 
thetic disturbance was created by the 
action of the stock market. 

With bond prices not far from their 
1928 peak, which incidentally was the 
highest point since before the war, and 
with banks’ investments the largest on 
record, not a few bankers are wonder- 
ing whether the next turn in the cycle 
will usher in a series of events at all 
similar to those of 1928 and 1929. 
With the memory of the losses in- 
curred in selling bonds in 1929 fresh 
in mind, perhaps the majority of bank- 
ers are not buying bonds now so much 
from choice as from necessity of finding 
remunerative employment for their sur- 
plus funds. That they are watching 
bond prices as never before goes with- 
out saying, but they are also keeping a 
weather eye on the Federal Reserve to 
detect signs of an approaching storm 
in time to make to port with their bond 
profits before another cyclone strikes. 


BUSINESS SENTIMENT TOO DE- 
PRESSED, SAYS OBSERVER 


ESPITE the fact that it is clearly 
D seen that business recovery will 
be slow, business sentiment is 

more depressed than actual conditions 
Warrant, in the opinion of the Business 
Observer, monthly review of the Fore- 
man-State National Bank of Chicago. 
The Business Observer points out 
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many hopeful signs in the present situa- 
tion. It makes a comparison between 
the present depression and that of 1921, 
taking nine indices as a guide, and ex- 
presses the belief that the pronounced 
upswing in the business curve cannot be 
expected before the first quarter of 1931. 

Regarding the present situation the 
Foreman-State publication says: “Oc- 
tober statistics make somewhat better 
reading than October sentiment. This 
has been the case now for two consecu- 
tive months. In September the figures. 
on commodity prices revealed a firm- 
ness that had not been present for over 
a year, and yet business sentiment 
turned downward with the stock mar- 
ket. This month we have additional as- 
surance because ‘commodities have main- 
tained comparative firmness for another 
thirty days. Also, a clear majority of 


our -business indices registered seasonal 
improvement, or better, between August 
and September. 

“Business sentiment, nevertheless, is 
more depressed now than when the bot- 


tom was not in sight. Stock market 
prices have broken the lows of last No- 
vember. The best explanation seems to 
be that business has heretofore refused 
to believe we were in a major depres- 
sion and speculators, until now, have 
scouted the idea of a slow recovery. 

“The ‘street’s’ habit of accepting steel 
operations and automobile production as 
the truest gauges of business conditions 
has been unfortunate this fall for the 
morale of business. Steel is now 35 per 
cent. and auto production 40 per cent. 
below the average of the last five years 
for this season, with each of them regis- 
tering definitely lower than a weighted 
composite index of production, which 
should certainly reflect present levels of 
activity better than either of them. 

“Employment figures for September 
showed slightly more than the usual 
seasonal rise from August, an improve- 
ment of about 2 per cent. This gain 
was recorded in New York, and for the 
country as a whole, in spite of re- 
grettable reductions by large scale em- 
ployers at numerous points.” 





The Work of “24” 


How the Finance and Investment Division of the Bureau of For 
eign and Domestic Commerce Performs a Valuable 
Service for Bankers and Exporters 


An Interview by HERBERT MAXWELL 


ANY persons are unaware of technical divisions of the bureau, is 
M the extensive and useful ser- located on the ninth floor of the un 
vices offered to bankers, in- pretentious Commerce building at 
vestment houses, exporters and others “Nineteenth and the Avenue.” It 
by Uncle Sam. The collection, analysis, was there that I found Ray Hall—act- 
and publication of financial informa-’ ing chief in the absence of Grosvenor 
tion is one of the outstanding functions M. Jones——busily at work on the 1929 
Balance of International Payments of 
the United States. It was he who told 
me of the work of “24.” 
“Like a good many other divisions 
of this department,” he began, “the 
Finance and Investment Division has 
had a very rapid growth from a humble 
beginning. The division is only eight 
years old, having been organized by 
Mr. Jones in July, 1922, with an 
initial staff of three. Our number today 
is not large, only fourteen, barely a 
baker’s dozen, but we feel ourselves 
more important than that. For ex 
ample, a yardstick frequently applied 
to the divisions of the Bureau of 
Foreign and Domestic Commerce is the 
number of inquiries handled. These 
inquiries come in by mail and tele 
graph, by telephone, and by personal 
visits of our contacts. On the average 
we handle some 841 inquiries a week. 
Grosvenor M. Jones In 1929 the services rendered by this 
Chi ' : ae division numbered 43,732. Of course, 
ief, Finance and Investment Divi- ; er 
sion, Bureau of Foreign and Domestic quite a few of the other divisions o 
Commerce. the bureau receive and answer several 
times as many inquiries as that. But, 
of the Bureau of Foreign and Domes- very frequently, their inquiries come 
tic Commerce. The several divisions from individuals or individual com _ 
of that bureau, for the prompt routing panies, while a large part of ours are 
of incoming mail and for the pur- from bankers and investment houses. 
poses of internal administration, are Information sent by us to these two 
designated by numbers. Number 24 groups becomes immediately available 
is the number by which the Finance to a large number of their clients.” _ 
and Investment Division is known. “What is the nature of the inquiries 
That division, one of the six so-called your division receives? What sort of 
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information do your contacts seek?” I 
asked. 

“We are called upon for a great 
variety of information. Bankers ask us 
about the investment position of par- 
ticular countries, provinces, and cities 
abroad. Export managers write us on 
their trade financing problems, on 
matters of foreign exchange and the 
like. Statistical organizations come to 
us when they are bringing their invest- 
ment manuals up to date. Securities 
houses ask us about foreign bonds. 

“The division is almost exclusively 
interested in finances abroad, but natu- 
rally a great many matters pertaining 
to domestic finances come to the atten- 
tion of the Secretary of Commerce, and 
our personnel serve as ‘scouts’ and 


‘shock-troops’ in the domestic sector. 

“To perform these various services 
the division receives through the De- 
partment of State field reports from 
American consular officers, and from 
cur own commercial attaches and trade 
commissioners stationed in all parts of 


the world. Department of Commerce 
offices now exist in forty-four countries 
in fifty-six different cities. In addition 
to their reports, we receive regularly 
a great number of foreign financial 
periodicals, newspapers, statistical pub- 
lications, budgets, bank reports, finan- 
cial statements, and the like, which go 
to make up the files of our division. 
To analyze this material we divide it 
geographically into three divisions, each 
under the charge of a specialist. The 
Latin American section is in charge of 
James C. Corliss, who, prior to join- 
ing us, had a number of years of bank- 
ing experience and spent some time in 
the field. Thomas R. Wilson is in 
charge of the European and Canadian 
section. He has been with the bureau 
for eight years, serving both in the 
Tariffs Division and in our foreign 
service. The Far Eastern work is 
handled by Herbert M. Bratter, who 
has had several years’ experience abroad 
in the Far East and Latin America. 
In China in 1921-23 he was statistician 
for the Chinese Government Bureau 
of Economic Information.” 
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“Is the full time of these experts 
and their assistants required to answer 
the inquiries?” I inquired. 

BULLETINS PUBLISHED 

“Not at all. Of course, the work 
varies according to the territory 
handled. The Finance and _ Invest- 
ment Division has published a large 
number of very useful bulletins, and 
is constantly at work preparing new 
ones as circumstances demand. More- 
over, we issue a series of mimeo 
graphed foreign financial notes which 
bankers, investment houses, publishers, 
bullion dealers, and the like have stated 
they find very useful. The bulletins 
are issued at no regular intervals. But 
the financial notes—Far Eastern, Euro- 
pean and Latin American—each come 
out about twice a month. Some of 
our bulletins, to mention only a few 
of the more recent ones, have been: 
Australian Public Finance, Canadian 
Trust Corporations, The Currency 
System of Japan, Rights of Foreign 
Shareholders in European Corporations, 
Public Finances of Far Eastern Coun- 
tries, Latin American Financial De- 
velopments in 1929. 

“Our special circulars—which, like 
the foreign financial notes, are mimeo- 
graphed—have proved very useful. 
When a financial situation in a given 
area warrants, a special circular is 
prepared and mailed to the names on 
the foreign financial news mailing list. 
This list contains the names of 727 
interested in Latin America, 716 inter- 
ested in Europe and Canada, and 609 
interested in the Far East. Typical of 
these special circulars are the follow- 
ing, the six most recently issued here: 
List of Banks Operating in Colombia; 
Revaluation of City of Leipzig Bonds; 
Government Loan Requirements and 
Adverse Exports Postpone Recovery of © 
Australian Exchange; Brazilian Ex- 
change Operations Restricted; Foreign- 
ers Hold $900,000,000 of American 
Acceptances; Turkish Exchange, the 
Consortium, and the Ottoman Debt 
Delegation. This news-notes and 
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special circular service, I might add, is 
rendered free to any American firm 
or indiviudal, and is widely dissemi- 
nated. 

“Our contributions to Commerce Re- 
ports are also given a good secondary 
circulation. For example, an article 
by Mr. Bratter on “The Price of 
Silver and its Factors,” published in 
Commerce Reports on March 3, has 
been reproduced in its entirety in In- 
vestment News, the United States 
Daily, the Monetary Times (Montreal), 
the Congressional Record, and the 
British Columbia Miner, and has been 
partially quoted, editorially and other- 
wise, in a number of publications. 
Since January 1 this division has had 
twenty-two special articles in Com- 
merce Reports. In addition we have 
a finance section in Commerce Reports. 
Since it is practically impossible to 
publish all the important or interesting 
items we receive, we publish certain 
selected items in our section of Com- 
merce Reports. That weekly has a 
circulation of 8711 and a considerably 
greater secondary circulation as indi- 
cated by the newspaper clippings we 
receive.” 

“How about the balance of pay- 
ments?” I asked, “isn’t that compiled 
here?” , 


BALANCE OF PAYMENTS 


“Yes, that is my particular work,” 


said Dr. Hall. “The balance of pay- 
ments is an attempt to draw up the 
nation’s cash book once a year. It 
differs from the usual business balance 
sheet in that it tis three-dimensional. 
Whereas the ordinary balance sheet of 
a business firm shows a cross section of 
the business at a given moment, the 
balance of jpayments shows the volume 
of cash transactions during the year 
between the United States and all 
foreign countries. Everyone is familiar 
with our merchandise trade, our ex- 
ports of manufactures, our imports of 
raw materials. But not everyone is 
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familiar with all the additional, in. 
visible items that go to make up our 
total trade with the world. The bal- 
ance of payments attempts to measure 
these invisible items, which is perhaps 
its most useful function. These in- 
visible items include tourist expendi- 
tures, immigrant remittances, receipts 
from and expenditures for insurance, 
steamship freight, foreign investments 
and the like. Some of these items, like 
the foreign dealings on Wall Street, are 
as yet difficult to gauge. But, with 
all its imperfections, the balance of 
payments is generally considered to be 
the best thing of its sort existing. 

“The matter of American foreign 
investments is closely followed by the 
division. Paul Dickens devotes his 
entire time to compiling investment 
data. In his charge are the files on 
this subject. Quarterly he publishes 
in Commerce Reports a summary of 
foreign securities publicly offered in 
the United States and annually, in the 
form of a trade information bulletin, 
a revised summary for the whole year. 
This series was started by the division 
in 1926. Since then certain improve- 
ments have been introduced in the 
method of securing and analyzing the 
data. At present the division is en- 
gaged on a review of the entire series 
since 1914. This review is being made 
by Dr. Ralph Young, a business special- 
ist retained particularly for this work. 
The results of this study are soon to be 
released as a trade information bulletin. 

“Among the other projects of the 
division now under way are a hand 
book on Japanese currency, banking, 
and exchange, and a bulletin on the 
French banking system. Earlier bulle 
tins are listed in the “List of Publica’ 
tions of the Bureau of Foreign and 
Domestic Commerce” obtainable with: 
out charge from the Government Print 
ing Office. The quarterly indices to 
Commerce Reports are useful as a 
guide to financial articles and items 
there published.” 





INVESTMENT AND FINANCE 
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Financial Editor of the “New York Evening Post” 


DECEMBER, 1930 


History Repeats Itself 


about the body financial with 

that frightened grip which 
comes in business or elsewhere from 
too much reliance on an emotional 
reflex. 

Fortunate it would be in times like 
these if we would devote more time to 
the pages of history on previous busi- 
ness depressions and less to brooding 
over the unpleasantness of the situa- 
tions about us. For history in this 
cyclical exhibition is repeating with a 
curious regard for precedent the order 
of events that 'we have observed over 
fifty years of business depressions in 
this country and that the periodicals 
describe as typical for other countries 
down through the years. 

Almost every generation goes through 
one major depression that seems to it 
different from any that preceded it 
and in consequence seems to threaten a 
collapse in what has been builded. But 
when you look beyond the immediate 
incidents to the deep underlying in- 
fluences, you are impressed not by the 
differences but by the similarities of our 
major depressions. These we can never 
see at the moment. Each in its turn 
seems the handiwork of a “new” era. 
We see it only as history enables us 
with minds detached to observe the 
episode in retrospect. 

In Recent Economic Changes, Her- 
bert Hoover's distinguished committee 
of economists and business men arrived 
at the conclusion after their long study 
that: 

“Each generation believes itself to be 
on the verge of a new economic era, an 
era of fundamental change, but the 


Ge has fastened its tentacles 


longer the committee deliberated, the 
more evident it became that the novelty 
of the period covered by the present 
survey (1922-29) rested chiefly in the 
fact that developments such as for- 
merly affected our old industries have 
been recurring in our new industries. 
The changes have not been in structure 
but in speed and spread.” 

Does it not suggest that perhaps the 
prevailing fear expressed in so many 
quarters that “new world forces” might 
prolong this depression indefinitely is a 
mental disease with only one sure cure 
which is to read any old book describ- 


ing an earlier era of hard times? 
THE DEPRESSION OF 1873 


Go back over forty years to a book 
entitled Recent Economic Changes, 
written by David A. Wells, a Con- 
necticut Yankee, on the business de- 
pression of 1873. By a curious co- 
incidence it bears the very title Hoover 
chose years later for the volumes put 
out by his committee of economists to 
describe the era we now live in. 
Rudolph L. Weissman has resurrected 
a copy of this old book and it is giving 
his Wall Street friends amusement and 
assurance. 

Right now this country is suffering 
from a ‘pessimism that even the econo- 
mists with all their theorizing seem 
powerless to penetrate. The reason is 
easy to see. They work themselves 
into a frenzy of doubts through reason- 
ing from a wrong premise. They start 
with the assumption that we are in a 
different era. Once you do that you 
are lost. When you concentrate on the 


841 





842 


variations in the specific incidents you 
overlook the similarity of the deep un- 
derlying economic forces running on 
and on through all great cyclical shifts. 


INTERNATIONAL ASPECT 


Perhaps the one feature of the pres- 
ent depression that has impressed itself 
on the economists as distinctive from 
depressions of the past in America is 
its “international” aspect. Present-day 
commentators go to some length to tell 
you that we are in an “international” 
depression and that we must not com- 
pare it with the more “localized” de- 
clines of the past. But we thought the 
same thing in 1873. 

Amusingly enough you could almost 
run the following quotation from Wells 
in a newspaper today as a fitting de- 
scription of the present “world” de- 
pression, though it was written as an 
account of 1873. 

But “its most noteworthy peculiarity 
has been its universality; affecting na- 
tions that have been involved in war as 
well as those which have maintained 
peace; those which have a stable cur- 
rency, based on gold, and those which 
have an unstable currency, based on 
promises which have not been kept; 
those which live under a system of free 
exchange of commodities and _ those 
whose exchanges are more or less re- 
stricted. It has been grievous in old 
communities like England and Germany, 
and equally so in Australia, South 
Africa and California, which represent 
the new; it has been a calamity exceed- 
ing heavy to be borne alike by the in- 
habitants of sterile Newfoundland and 
Labrador and of the sunny, fruitful 
sugar islands of the East and West 
Indies.” 

Let us for the sake of the helpful 
background it supplies go one step fur- 
ther. Says Wells: “It is also universally 
admitted that the years immediately 
precedent to 1873—i. e., from 1869 to 
1872—-constituted a period of most ex- 
traordinary and almost universal in- 
flation of prices, credits and business; 
which, in turn, has been attributed to 
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a variety or sequence of influences, such 
as excessive speculation; excessive and 
injudicious construction of railroads in 
the United States, Central Europe, and 
Russia (1867-73); the opening of the 
Suez Canal (1869); the Franco-German 
War (1870-71); and the payment of 
the enormous war indemnity of fifty- 
five hundred million francs (eleven 
hundred million dollars) which Ger- 
many exacted from France (1871-73).” 
Then: let us jump to the period of a 
decade later and note the “causes” of 
depression. An enumeration of them 
reads very much like a 1930 list. 


CAUSES OF DEPRESSION 


Commenting on the phenomenon of 
the industrial depression subsequent to 
the early months of 1882, the Director 
of the United States National Bureau 
of Labor, in his report for 1886, says 
Wells, considered the nations involved, 
with respect to their relations to each 
other and to severity of experience, to 
stand in the following order: 

“Great Britain, the United States, 
Germany, France, Belgium. The in- 
vestigations of the director also in- 
dicated a conclusion (of the greatest 
importance in the consideration of 
causes); namely, that the maximum of 
economic disturbance has been experi- 
enced in those countries in which the 
employment of machinery, the efficiency 
of labor, the cost and the standard of 
living, and the extent of popular edu- 
cation are the greatest; and the mini 
mum in countries like Austria, Italy, 
China, Mexico, South America, etc., 
where the opposite conditions prevail. 
These conclusions, which are concurred 
in by nearly all other investigators, 
apply, however, more especially to the 
years prior to 1883, as since then “de 
pression” has manifested itself with 
marked intensity in such countries as 
Russia, Japan, Zanzibar, Uruguay, and 
Roumania.” 

IN 1873 


Then take this choice, genuine de 


scription of 1873: “The economic 
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changes that have occurred have un- 
questionably been more important and 
varied than during any former corre- 
sponding period of the world’s history.” 

Open the book at random and you 
will run into such old friends as “mech- 
anization of industry,” “overproduc- 
tion,” “commodity decline.” They are 
economic ills that were disturbing men 
forty years ago just as they are dis- 
turbing men today. With the passing 
of years the concrete application differs, 
but the underlying principle does not. 

Change ever so slightly the names of 
the countries that were hit in the “‘in- 
ternational” depression of 1873, sub- 
stitute for the “mechanized” industries 
of that day those recently revolution- 
ized, revise somewhat perhaps the items 
of “overproduction” and correct the list 
of “commodity” declines and you will 
have in its essence the story of the 
1930 depression. 


ESSENTIALS VARY LITTLE 


In particulars each depression differs 
from the ones that have gone before 


but in the essential underlying influ- 
ences making for the excesses of pros- 
perity that breed depression there is not 
so much variation as is supposed. At 
this stage of major depressions in busi- 
ness, men in every generation have too 
frequently lost their nerve from their 
failure to see the inevitableness of a 
turn in affairs. Even in 1921 you will 
find that men did not recognize the ad- 
vent of recovery until it had been long 
on its way. 

Skip over the intervening periods to 
1903 and let us take some news sam- 
plings portraying the attitude of im- 
portant men from periodicals of that 
day. The following brief journal pre- 
sents a curious parallel of which the 
climax is a rare and choice statement 
uttered in 1904 and presented here by 
Frank A. Vanderlip. If run in the 
press today, it would be regarded as 
an excellent summary of the current era. 


THE JOURNAL 


July 25, 1903—One is tempted to 
ask, as he looks at the continually de- 
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clining prices in the New York stock 
market, whether this is the year 1896 
or the year 1903. Has the great ad- 
vance movement in American industry, 
the immense prosperity of the country, 
amounted to nothing? Have the hands 
on the dial plate of time been turned 
back?--Wall Street Journal. 

August 1, 1903—Black Friday’s 
(July 24) fearful slaughter of securities. 
Few failures. Market probably un- 
settled for some time to come.—Com- 
mercial and Financial Chronicle. 

August 8, 1903—More failures and 
still further decline. Rumor of com- 
bination of bankers to support prices 
denied—purchases being made simply 
because prices inyite them. Difficulty 
of disposing of bond issues—Commer- 
cial and Financial Chronicle. 

August 15, 1903—Mr. Pierpont 
Morgan is responsible for the statement, 
in reply to Mr. Carnegie’s utterance 
that steel is either pauper or prince, 
that we are living in a new era and 
that statistics of former times and de- 
pendence on analogy are done away 
with.—Economist. 

August 15, 1903—Upward turn—im- 
proved tone. Rumors of weak loans 
being taken over by stronger interests. 
Predictions of continued stronger prices. 
—Commercial and Financial Chronicle. 

August 22, 1903—Weakness follow- 
ing upturn, with small business. Large 
capitalists still hold aloof. Absence of 
large buying orders is disconcerting.— 
Commercial and Financial Chronicle. 

October 3, 1903—New lows reached 
by practically all stocks. Fear possessed 
the market and every one wanted to 
sell. Writers have tried to recall an 
occasion like it, but it was beyond 
compare——Commercial and Financial 
Chronicle. 

October 17, :1903—Pessimism con- 
tinues. Buying reduced to hand-to- 
mouth basis, but trade believed to be 
expanding —Commercial and Financial 
Chronicle. 

October 31, 1903—Improved tone in 
financial circles. Most striking de- 
velopment the growing investment de- 
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mand for bonds.—Commercial and Fi- 
nancial Chronicle. 

November 14, 1903—Continued 
weakness in leading stocks especially 
United States Steel—Commercial and 
Financial Chronicle. 

January 16, 1904—Volume of sales 
of stocks and bonds very small. Ex- 
plained by exhaustion of cash balances 
which have been invested in stocks 
when they were believed to be at their 
lows. Very moderate rise since then.— 
Commercial and Financial Chronicle. 

February 13, 1904—Evidences of bet-. 
ter feeling developing. Issue of $50,- 
000,000 Pennsylvania Railroad notes 
by Kuhn, Loeb & Co.—Commercial and 
Financial Chronicle. 

March 12, 1904—Continued dullness 
in stocks. Some favorable developments 
in business. Nearly every first-class 
railroad is putting out securities — 
Commercial and Financial Chronicle. 

July 2, 1904—Dullness in stock mar- 
ket, but fairly strong undertone. ‘ Con- 
tinued investment demand for bonds. 
Prediction that recovery will be slow. 
Increased gold holdings of France.— 
Commercial and Financial Chronicle. 

July 9, 1904—Signs of renewed busi- 
ness activity. Demand for good bonds 
always a striking introductory move- 
ment to a return to confidence in se- 
curity values—Commercial and Finan- 
cial Chronicle. 

October 22, 1904—Large sales of 
bonds continue to be conspicuous fea- 
ture. Confidence prevails in financial 
and business circles. 

Forecast of Frank A. Vanderlip of 
return to prosperity, with review of fi- 
nancial reaction of last year and warn- 
ing for the future: “We ran into ex- 
cesses, extravagances and miscalculations. 
Capital made mistakes of overcapitaliza- 
tion; labor made mistakes of arbitrary 
and unwise demands; everybody made 
mistakes of extravagance. Producers 
made errors in estimating the demand 
and made miscalculations in the multi- 
plication of their productive capacity. 
During the height of the last commer- 
cial expansion people so lost their heads 
as to excuse their extravagant and 
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foolish actions by saying that there was 
a new political economy; that the old 
laws no longer applied under the new 
conditions. They were wrong, lamen- 
tably wrong. We are always in danger 
of overdoing, and may for the moment, 
perhaps, have already made that error, 
for prices have shown most substantial 
recovery—a recovery certainly in ad- 
vance of what would be warranted by 
the present actual conditions.”—Com- 
mercial and Financial Chronicle. 


PERIODIC DOWNSWING 


What we now are passing through 
in this country is only another one of 
those periodic downswings that business 
suffers every so often and from which 
it will emerge just as it always has in 
the past when time has fully worked 
its own cure. Probably we will not 
recognize the turn for better imme 
diately, any more than we were able to 
detect the depression until after it was 
well on its way. 


ENCOURAGING THAT FRIENDLY 
FEELING 


GANGLAND’s pet trick, lookout men at locked 
doors to its speakeasies and gambling quar- 
ters, has found its way into Iowa banking 
circles. 

Taking a tip from the gangster’s own 
method of protecting himself from the law, 
at least one Iowa banker will maintain the 
same sort of vigilance against bank robbers. 

“T am placing a special lock on our front 
door operating by push-buttons behind the 
bank counters and desks, so that our front 
door will always be locked, and no one will 
be allowed in the bank until we have a 
chance to look them over when a push of 
the button will allow them to enter,” he says. 

The bank's customers have been consulted 
and have agreed to the plan. The locked 
door, the banker believes, will give employes 
an opportunity to “spot” any one who doesn't 
“look good,” and call upon the vigilantes to 
prepare themselves before the door is opened. 

“I am convinced that if a gang finds a 
front door of a bank locked they will think 
the job has been tipped off and will leave 
town as fast as they can,” the banker added. 

The plan was proposed by a banker in 
northwestern Iowa, whose name is not re- 
vealed, as a means of halting the wave of rob- 
beries which have netted bandits nearly $100, 
000 in sixteen bank holdups since January 1. 
—The Savings Banker. 





Problems in Bank Credit 


By M. E. RoBERTSON 
Credit Manager National Shawmut Bank of Boston 


THe BANKERS MacaziNE has secured the services of Mr. Robertson to answer 
the inquiries of readers on current problems of the credit manager. Questions of 
general interest to credit men and bankers will be answered and only the initials of 
the persons asking the questions will be used. In case the question is not one of 
particular interest to bank credit men as a whole or is one which has been answered 
before, a reply will be made by mail. 

In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 
editor to draw the proper conclusion. Inquiries should be addressed to the Editor, 
Bank Credit Problems, THE BANKERS MAGAZINE, 71-73 Murray Street, New York. 


UESTION: What _ significance 
should be attached to a company’s 
making a change in the firm of auditors 
it employs? A. W. L. 


ANSWER: A change in the firm of 


accountants used by a concern may be 
due, of course, to a number of reasons. 
The mere fact that the auditors have 
been changed does not indicate that 
there is anything wrong with the com- 
pany, for it may be due to general dis- 
satisfaction on the part of the company 
with the work done by the old ac- 
counting firm, the matter of cost, etc. 
On the other hand, it may be that the 
old accounting firm would not do cer- 
tain things which the company employ- 
ing it desired because of ethics or good 
accounting practice. By that I mean, 
the old firm, of accountants may have 
refused to carry certain items in just 
the manner that the company desired, 
which refusal might have meant that 
the company could not make as favor- 
able a showing. It might, therefore, be 
well to consider the relative standing 
of the two firms of accountants, whether 
the new firm is regarded as fully com- 
petent and ethical and stands as high in 
the profession as the old firm. One 
must also give considerable weight to 
the standing of the firm whose books 
are being audited. Under any circum- 


stances it would do no harm to talk 
with the firm regarding the change, and 
also possibly with the old firm of ac- 
countants. 


QUESTION: While I appreciate that 
this question does not really belong to 
the credit column I, nevertheless, take 
the liberty of asking it and would ap- 
preciate such information as you care 
to give. We have been considering 
buying short-term bonds for a period of 
one and two years of public utility 
holding companies and desire to look at 
such bonds somewhat from a credit 
standpoint. Any comment you care to 
make with regard to consideration 
which should be given such purchases 
will be valued. J. A. &. 


ANSWER: Of course, a great deal 
of consideration must be given to the 
type of securities which are owned by 
the holding company, whether such se- 
curities are pledged to secure the issue 
offered to you, or any other issues out- 
standing, whether operating companies 
are free of all mortgage indebtedness 
and the earning ability of the operating 
companies to pay interest or dividends 
on the securities held by the holding 
company. In other words, if you were 
offered bonds of a public utility hold- 


ing company which were secured by a 
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first mortgage upon the property of an 
operating company and the operating 
company had indicated its ability to 
earn the interest charges in a liberal 
way you would have an entirely dif- 
ferent sort of an offering than if you 
were asked to buy the debenture bonds 
of a holding company which owned 
only common stocks in subsidiaries, and 
the subsidiaries had outstanding bonds 
and preferred stocks. In the first in- 
stance mentioned, you would be quite 
close to some actual security back of 
your loan, while in the latter case men- 
tioned you will appreciate that the 
bonds of the subsidiaries come ahead of 
you and, no doubt, constitute a lien 
upon the assets of the subsidiaries, that 
the dividend on the preferred stock of 
the subsidiaries would come ahead of 
you and that your position would in 
reality be not far different from a com- 
mon stockholder. It would, therefore, 
seem somewhat of a question for you to 
decide as to how far you want to re- 
move yourself from actual security. If 
the operating companies had no bonds 
outstanding and no preferred stocks 
outstanding, and contracted no debts of 
importance, your position even then as 
a holder of debenture bonds of a hold- 
ing company owning such common 
stocks would be relatively stronger than 
in the case just mentioned. You will 
also naturally appreciate that there is 
probably no intention of retiring the 
bonds at maturity from earnings or 
from proceeds derived from sale of in- 
vestments owned by the holding com- 
pany, but rather by new financing on 
the part of the holding company. There 
is, therefore, somewhat of a credit sit- 
uation in judging the actual security 
back of the bonds and the place of im- 
portance which your bonds occupy in 
regard to the whole consolidated picture. 
Its strength and the earnings back of 
it would probably to a large degree de- 
termine the ability to refinance in a 
short period taking into consideration, 
of course, what the conditions of the 
money market might be at the time such 
refinancing will be necessary. 


QUESTION: What is the general 
method of companies operating retail 
selling units with respect to billing mer- 
chandise which they manufacture to 
those units? What steps should a credit 
man take to determine whether the 
practice of billing the merchandise is 
sound? W. J. H. 


ANSWER: This practice varies con- 
siderably with different companies. 
Some companies which sell not only to 
their own retail distributing units, but 
also to the outside retailer, make a 
practice of billing merchandise to their 
own selling units on the same basis us 
merchandise billed to others. If this is 
the case they, of course, take in an item 
of profit znd the conservative practice, 
therefore, in preparation of their bal- 
ance sheet would be to set up an item 
in the form of reserve reducing the 
value of merchandise on the shelves ot 
subsidiaries to approximate cost or mat- 
ket price which, of course, would be 
on the same basis as their own unsold 
inventory. There are others which bill 
the cost of goods to subsidiaries in the 
beginning at the actual cost price and, 
therefore, require no reserve to reduce 
it later on to cost. There are still others 
which sell to their own subsidiaries at 
a mark-up price above cost and set up 
no reserve or make no adjustment to 
reduce it to a cost basis. I presume 
their theory in doing this might be that 
the retail subsidiary will sell at a higher 
price than at which it is billed to them 
and, therefore, they have the right to 
bill the subsidiary at the same price as 
they would bill others. This practice 
is, of course, unsound in that the sale 
to their own subsidiary does not repre- 
sent the actual passing of the merchan- 
dise out of their hands and into the 
hands of the ultimate consumer, but 
is actually merchandise on their own 
shelves and is simply in a different 
location. They could inflate their 
profits any year by inflating inven 
ventories of their own subsidiaries and 
thereby represent an untrue situation. 
A credit man should determine the 
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method of billing to the subsidiaries, 
whether there is any mark-up, whether 
profits are inflated and whether all sub- 
sidiaries are included in the consolidated 
showing. 


QUESTION: I would appreciate 
your advice as to the method which you 
consider practical for following the bal- 
ances of a bank both on its borrowing 
and non-borrowing accounts. J. H. D. 


ANSWER: This practice will vary 
according to the size of the bank. Most 
banks after attaining a certain size gen- 
arally have a new business department, 
business development department, de- 
partment of public relations, or some 
department of that nature, which func- 
tions separately and apart from its 
credit officers. Under this set-up very 


generally the new business department 
is charged with the matter of following 
balances and the credit officers simply 
consider balances in a very general way 
at the time they make loans, and prob- 


ably operate no follow-up system. We, 
therefore, find very frequently that 
there is one group of men in the new 
business department which give prime 
consideration to the matter of adding 
to the balances of the bank and have 
little or no concern regarding the credit 
risks or the losses which the bank might 
sustain in that way. On the other 
hand, the credit men are primarily in- 
terested in the matter of holding the 
losses at a minimum and give little or 
no consideration to the profits which the 
bank loses through the loss of balances. 
It is my belief that any plan to follow 
balances should embody consideration 
of both of these features for after all 
every bank is anxious to have a maxi- 
mum of balances and a minimum of 
It would, therefore, seem that 
the following split-up would be de- 
sirable: 

1. Make all credit officers respon- 
sible for the balances on accounts 


losses. 
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charged to them and coming under 
their supervision in a credit way. 

2. Make the new business depart- 
ment responsible for balances of all ac- 
counts not under the supervision of 
credit officers. 

Under this system each credit officer 
would have a small book using a ruled 
sheet containing spaces to insert the 
average balance monthly over a period 
of perhaps a year. Each month, as 
soon as available, the average balance 
would be inserted after each name and 
a total drawn of all average balances 
under the supervision of each particu- 
lar officer. It would then be up to the 
officer in charge of the particular group 
of accounts to make a report to the 
person designated showing the number 
of accounts added to his division and 
the average balances thereof, the num- 
ber of accounts closed in his division 
and the average balances thereof and 
the average balances for the present 
month as compared to the previous 
month and the previous year. The 
officer would then give briefly the reason 
for the changes upward or downward 
in the balances under his supervision. 
This system will work whether it is 
split up by officers, territorially, by lines 
of business or along some other basis, 
and will give to the person desiring the 
information an accurate picture as to 
how each credit officer is building up 
his division. It would also be a firm 
indication to the credit officer that he is 
responsible not alone for losses of the 
bank, but also for balances of the bank. 
If a credit officer desired to enlist the 
aid of the new business department in 
the matter of building up balances of 
any particular account he could do so. 
Such a procedure would not ordinarily 
embody a tremendous amount of work, 
would provide a means to follow a 
bank’s balances, would definitely place 
responsibility where it should be and 
would give the credit officers a dual 
interest which is so vital. 
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Supplemental Record for Income Tax 


Use of Permanent Records in Support of Income Tax Returns 
Means a Substantial Saving to the Bank 


By R. D. Bonp 
Of R. D. Bond & Co., Public Accountants, Detroit 


records made necessary for in- 

come taxe purposes, calls for a 
short explanation. Any record, not in- 
corporated in the system of accounting 
regularly employed by the taxpayer, 
which is used or kept as a permanent 
record in support of income tax re- 
turns, is referred to here as a supple- 
mental record. 

It is possible to distinguish such 
records further by designating two 
groups of supplemental records: the 
first, a reconciling record and the 
second, a supporting record. In the 
first group we have the (1) Amended 
Balance Sheet; (2) Reconciliation of 
Income Statement; and (3) Amended 
Surplus and Undivided Profits Account. 
In the second group we have the (1) 
Bond Premium and Discount Record; 
(2) Depreciation Schedules; (3) Bad 
Debt Record; (4) Other Real Estate— 
Income and Expense Record; and (5) 
Securities—Loss Record. 

In the preparation of any corpora- 
tion return, for Federal income tax 
purposes, it is necessary to set forth 
balance sheets, or statements of condi- 
tion, as at the beginning and end of 
the taxable year. In Treasury Depart- 
ment form 1120, Corporation Income 
Tax Return, these balance sheets would 
appear as schedule “K.” They reflect 
the net change in condition between 
the beginning and end of the year, 
and constitute the foundation for the 
statement of taxable gain or loss. 

If it were not for the fact that 
certain credit items affecting the net 
change in conditions are not subject to 
Federal income tax and that certain 
debit items cannot be deducted as an 
expense, the computation of taxable 


T= term supplemental applied to 


income or loss would be a simple 
matter, as the balance sheets would 
reflect just that amount. These two 
balance sheets, however, must be 
linked together by two complete state- 
ments showing how the change in 
condition, as it affects the surplus 
and undivided profits accounts, has 
been brought about. In the income 
tax return, one of these statements is 
the statement of income, which is set 
forth on the first page of the return 
and forms the basis of the tax liability. 
The other is the “Reconciliation of Net 
Income and Analysis of Changes in 
Surplus,” required to be shown as 
schedule “L,” and is the link between 
the net worth at the beginning and 
end of the taxable year. 

In addition to the opening and clos- 
ing balances, schedule “L” reflects the 
amount of non-taxable income and 
surplus increments, unallowable  ex- 
pense deductions, dividends and other 
surplus decreases, as well as the amount 
of taxable income or loss. 

From an arithmetical viewpoint, the 
balance sheets and the reconciliation 
statement are proof sheets, one against 
the other, in the income tax return. 

Where the taxpayer's books are 
kept, or its accounts reflect items of 
income and expense, capital expendi- 
turés, etc., in strict conformity with 
the provisions of the revenue acts and 
the regulations, it is, of course, only 
a matter of copy work to prepare an 
income tax return by inserting the 
items constituting the statement of in- 
come, surplus and undivided profits 
account changes and balance sheets in 
the proper schedules set forth in the 
return. 

It is a rare case, however, where the 
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EXHIBIT “A” 
AMENDED BALANCE SHEET 


Name of Bank 
January 1, 1928 
Date 
ASSETS 
Adjustments 


Per Books Credit 


Cash on Hand and in Banks $232,124.17 
Loans and Discounts 482,646.46 
Other Stocks and Securities 40,500.00 
U. S. Bonds 110,000.00 
Other Bonds 80,000.00 
Banking House 40,000.00 
Furniture and Fixtures 2,500.00 
Mechanical Equipment 
Other Real Estate 


Amended 
$232,124.17 
484,146.46 
41,500.00 
110,000.00 
487,200.00 
69,000.00 
4,000.00 
5,000.00 
16,000.00 


$ 
(7) 2,500.00 


17,555.19 (6) 1,555.19 


Reserve for Depreciation 
Undivided Profits 13,600.00 
LFF 19 
z 


,500.00 


(5) 
(6) 
(7) 


Explanation of Adjustments 


Note of John Doe ordered written off by bank examiner on November —, 1927, 

which was not then definitely ascertained to be bad. (See credit files for further 

information.) 

To restore to balance sheet, stock of the A-B Company ordered charged off by 

bank examiners on November —, 1927, but added back to income for tax purposes. 
he loss is not yet known to be final. 

To restore premiums, less discounts, on bonds purchased prior to January 1, 1928, 

and which were still on hand as at that date. 

To restore to cost of property accounts the depreciation which has been credited 

direct to such accounts and to restore the cost of mechanical equipment previously 

charged to expense. 

To set up the corrected depreciation charges to date in a reserve account. 

To eliminate as part of the cost of other real estate, interest and taxes added to 

the account in error. 

To eliminate the discount credited but uncollected during the year 1927 on $250,000 

of discounted paper. 


(4) 


(5) 
(6) 


(7) 


return for a bank can be prepared 


been prepared for THE BANKERS 
with such ease and expediency, be- 


MacazZINE, attention ‘has been called 


cause of the many instances wherein 
the bank's books are not in conformity 
with the law and regulations. It is, 
therefore, the function of these Supple- 
mental Records to provide a method of 
reconciling the bank’s accounts, as re- 
flected in its books, to a correct return 
for income tax purposes. 

In this series of articles, which has 


to many instances wherein the bank’s 
books do not conform to Federal in- 
come tax requirements, especially in 
regard to the charging off of bad 
debts, security losses and depreciation; 
and the proper accounting for capital 
expenditures, income and _ expense 
items on Other Real Estate, bond dis 
counts and premiums, etc. At the 
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EXHIBIT “B” 
RECONCILIATION OF INCOME 
1928 


Year 
Name of Bank Address 


Net Income as Shown by Books 
ADD 


(a) Bad Debts—Not Allowable $10,000.00 
(b) Premiums Capitalized (Ex. E) 875.00 


(c) 


Depreciation Taken 1,000.00 


(d) Discount Collected 1928—Credited 1927 2,500.00 


(g) Bad Debts—Charged Off Prior Years $4,000.00 
(h) Loss On A-B Company Stock 1,000.00 


(i) 
(j) 


Premiums Extinguished (Ex. D) 3,475.00 
Corrected Depreciation 3,580.00 


(k) Discounts Credited 1928 but Uncollected 3,000.00 
(1) 
) 


(i) 


(j) 
(k) 
(1) 


Non-taxable Interest 12,000.00 


Adjusted Net Income Subject to Tax 


Explanation of Adjustments 
Notes of J. J. Jones ordered written off by bank examiner on November —, 1928, 
which were not definitely ascertained to be bad during the year 1928. Debtor owns 
farm lands which he hopes to sell in order to pay at least a part of the notes 
due us. 
To restore to income, premiums paid on the purchase on bonds during the year 1928, 
which were charged to expense. 
To eliminate depreciation taken on books in lump sum amounts. 
To add to income discounts collected during the year 1928, which were erroneously 
credited to income in the year 1927. 
Note of John Doe ordered charged off by bank examiner in 1927, which was not 
then ascertained to be worthless, and which was restored to income for the year 
1928. It was definitely determined to be worthless in 1928. 
To deduct, as a loss sustained, stock of the A-B Company which was ordered 
charged off in 1927 by bank examiners but restored to income for that year and 
to the balance sheet as at 12/31/27 (1/1/28). This loss was actually sustained 
in the year 1928 as evidenced by records on file at our office showing bankruptcy 
proceedings, etc. 
To deduct as part of the cost of bonds sold during the year 1928, premiums attach- 
ing thereto and which had previously been charged off but restored to income and 
cost of bonds for income tax purposes. 
To reflect as expense the correct depreciation as shown by supplemental deprecia- 
tion schedule. 
To exclude from income for the year 1928 discounts which remain uncollected at 
December 31, 1928. 


Interest received on U. S. Government and municipal bonds shown by schedule at- 
tached to return. 


same time it was brought out that the AMENDED BALANCE SHEETS 
principal cause of such differences was 


the 


conflict in requirements of the The necessity for an amended bal- 


banking departments and conservative ance sheet is encountered in the case 
accounting on one side and the Fed- of bad debts, where the banking de- 
eral income tax law and regulations partment orders a debt charged off 
on the other. under state banking law requirements 
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EXHIBIT “C” 
AMENDED BALANCE SHEET 
Name of Bank 
December 31, 1928 
Date 


Adjustments 
ASSETS Per Bovks Debit Credit Amended 


Cash on Hand and in Banks $194,505.21 $ $ $194,505.21 
Loans and Discounts 510,607.40 (1)10,000.00 (7)3,000.00 517,607.40 
Other Stocks and Securities 40,500.00 40,500.00 
U. S. Bonds 110,000.00 110,000.00 
Other Bonds 320,000.00 324,600.00 
Banking House 39,000.00 ; 69,000.00 
Furniture and Fixtures 2,500.00 .500. 4,000.00 
Mechanical Office Equipment t 5,000.00 


Other Real Estate 17,533.19 (6) 1,555.19 16,000.00 


$ 


Reserve for Depreciation ... (5) 17,180.00 17,180.00 
Undivided Profits : (1)10,000.00 


(2) 4,600.00 
(4) 36,500.00 58,532.03 


Explanation of Adjustments 


Notes of J. J. Jones ordered charged off by bank examiner in 1928 which were not 
ascertained to be worthless. (See addition to book income, adjustment “‘a.”) 

To restore premiums, less discounts, on bonds on hand December 31, 1928. Recon- 
ciled to adjustment (3) on January 1, 1928, balance sheet as follows: Unextinguished 
premiums, etc., January 1, 1928—$7200; deduct amount extinguished by sales during 


year $3475 and add amount to be capitalized on purchases during the year, $875, which 
equals $4600. 


To restore to cost of property accounts the depreciation which has been credited 


direct to such accounts and to restore the cost of mechanical equipment previously 
charged to expense. 


To set up the corrected depreciation charges to date in a reserve account. 


To eliminate as part of the cost of other real estate, interest and taxes added to 
the account in error. 


(7) To eliminate the discount credited but uncollected during the year 1928. 


concerning statutory bad debts, but see THE BANKERS MAGAZINE, July, 
which, under equally strict require’ 1930, and Prentice-Hall Federal Tax 
ments of the Federal income tax law Service, 1930, paragraphs 13,801 to 
and regulations, is not deductible as a 13.999.) 

bad debt because it has not been defi- Keeping in mind the fact that, for 
nitely ascertained to be worthless. income tax purposes, a debt must be 
Under these circumstances there is ascertained to be worthless and charged 
nothing to do but charge it off the off, both within the same taxable year, 
books, even in face of the fact that the importance of an amended balance 
the banker knows that he will not be sheet becomes apparent. If the debt is 
able to substantiate the charge-off as a_ charged off as required by the banking 
deduction for income tax purposes. department, but is not a proved bad 
(For a comprehensive study of in- debt for income tax purposes, the de- 
stances when bad debts are deductible, duction of the amount as an expense 
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is lost for the year in which the charge- 
off occurs, because it is not ascertained 
to be bad, and likewise it is lost as a 
deduction for any subsequent year, 
when it might actually be proved to be 
bad, because it was charged off im an 
earlier year. 

One remedy for what appears to be 
a hopeless situation is to use the sup- 
plemental records. 

The balance sheet taken from the 
books at the end of the year will be 
amended so as to restore the debt as a 
part of the assets (see exhibit C, item 
1) and in order that the balance sheet, 
as amended, can be reconciled with net 
income for the year, as well as with 
the balances reflected in the accounts 
at the beginning of the year, the 


amount of the debt will be eliminated 
from expense by an addition to the 
net income as shown by the books (see 
exhibit B, item a). 

In the process of restoring the debts 
to the balance sheet and eliminating the 
expense charge, two of the supple- 


mental records have been employed— 
the Amended Balance Sheet and Re- 
conciliation of Income Statement— 
both of which are in the nature of 
reconciling records. There is yet an- 
other, a supporting record, called for 
in this connection: the Bad Debt 
Record. 

The purpose of the Bad Debt 
Record is to provide a means of keep- 
ing for income tax. purposes a per- 
manent record of debts which have 
been charged off the books but re- 
stored to income and balance sheets. 
Where a debt is charged off the books 
within the same year in which it has 
actually been proved to be bad, there 
is, of course, no necessity for adjust- 
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ments to the income statement or the 
balance sheets, and likewise there is no 
necessity tor a permanent record in the 
Bad Debt Record. There is no objec- 
tion, however, to having all bad debts 
entered in the record and, if it serves 
any good purpose, it may be done 
without detracting from the use of the 
record for tax purposes. 


BAD DEBT RECORD 


Exhibit “D” shows the form of a 
Bad Debt Record. Item (1) therein 
demonstrates the entries necessary to 
record the set-up for the note of John 
Doe, which was ordered charged off 
by the bank examiners in the year 
1927. This note was restored to in- 
come for the year 1927 and to the 
balance sheet at the close of that year 
and subsequently taken as a bad debt 
deduction for the year 1928. Item (2) 
in the record shows the notes of J. J. 
Jones which were restored to the bal- 
ance sheet at the end of 1928. They 
had been charged off the books during 
the year 1928 in accordance with in- 
structions from the bank examiners. 
Item (3) is given as an example of 
how the entries would appear in the 
case of a debt charged off the books in 
the year 1929 and also claimed as a 
bad debt deduction in the income tax 
return for that year. As stated pre- 
viously, as far as the original idea 
is concerned, inasmuch as there is no 
restoration to the balance sheet or in- 
come statement, this entry is super- 
fluous for income tax purposes. 


BOND PREMIUM AND DISCOUNT RECORD 


Another supporting record, similar 
in nature to the Bad Debt Record, is 


EXHIBIT “D” 


BAD DEBT RECORD 
Name of Bank Address 
Income 

Book tax 
charge charge 

Amount off off 
$ 4,000 1927 1928 
10,000 1928 
1,000 1929 


Restored to balance sheet 
12-31-27 12-31-28 12-31-29 12-31-30 
$4,000 


Descrip- 
tion 
Note 
Notes 
Notes 


No. Name 
(1) Tohn Doe 
(2) J. J. Jones . 


$10,000 $10,000 
ti James Smith . 


1929 
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the record of Bond Premiums and Dis- 
counts. This is, the writer believes, 
the most important of the supporting 
Supplemental Records because it is an 
invaluable aid in the correction of one 
of the most common income tax’ ac- 
counting faults. 

In the article appearing in the Sep- 
tember issue of THE BANKERS MaGa- 
ZINE, suggestions were made concern- 
ing an acceptable form for, and the 
method of preparing, such a record 
and, in order to avoid repetition, the 
reader's attention is directed to this 
article on the subject of Bond Pre- 
miums and Discounts. 

There is a tendency in bank account- 
ing to treat both premiums and dis- 
counts on bond purchases as profit 
and loss items. This practice, as has 
previously been explained, is contrary 
to Federal income tax requirements 
and if not corrected currently, or at 
the time of filing income tax returns, 
almost invariably results in an over- 
payment of tax. Briefly, the charging 


of a premium to expense means nothing 
more or less than the charge-off of a 
part of the cost of bonds, for no reason 


other than conservative accounting. 
Such a charge constitutes an unallow- 
able deduction for income tax pur- 
poses and will be disallowed by an 
examiner. 

It is much better practice, therefore, 
for the taxpayer who wants to be con: 
servative in book values, to restore the 
premiums as a part of the cost of 
bonds by means of a_ supplemental 
record, one which will support the 
adiustments made on the Amended 
Balance Sheets and Reconciliation of 
Income Statement. By doing this the 
total cost will be of record for use in 
the computation of gain or loss when 
the bonds are sold. 

Inasmuch as it is contemplated that 
the Rond Premium and _ Discount 
Record will be a permanent record 
covering a sreat many transactions over 
a, period of several years, it would be 
impractical to attach a copy of the 
record to each year’s tax return. How- 
ever, short form schedules of items 
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affecting the current year, examples of 
which appeared as exhibits “D” and 
“E” in the September issue of THE 
BANKERS MAGAZINE, should be pre- 
pared and attached to the return. The 
purpose of these short schedules is to 
show the items and amount of pre- 
miums and discounts on bond pur- 
chases which have been treated, im- 
properly, as profit and loss items on 
the books during the current year as 
well as the items and amount of 
premiums and discounts which should 
be picked up as profit and loss items 
in connection with bonds sold during 
the year. 
DEPRECIATION RECORD 

One of*the first signs of recognition 
by the Treasury Department of the 
necessity for supplemental records, is 
found in a recommendation by the 
Committee on Appeals and Review, 
which was published in Bureau of In- 
ternal Revenue Cumulative Bulletin 
Number 4, dealing with the subject of 
depreciation. Quoting in part from 
the recommendation: 


In the case of banks, it is conceded that 
the current books do not correctly reflect 
the taxable net income. This is true for 
the reason that furniture, fixtures, and im- 
provements have heen charged to expense 
account, and further for the reason that 
national bank examiners and_ state bank 
examiners have arbitrarily written down on 
the books of the banks banking house 
furniture and fixtures. In the audit of 
the returns filed by banks it is necessary 
to restate the entire investment account 
with respect to banking house furniture 
and fixtures, and it is often found that 
banks have claimed a deduction in their 
returns on account of depreciation without 
making any adjustment for such deduction 
on their books. This is true for the reason 
that the banks have filed sworn statements 
showing their financial condition and are 
not permitted under state laws or under 
Federal laws and regulations issued by the 
Comptroller of the Currency to reopen 
their books and charge depreciation thereon 
or adjust the asset account (banking house, 
furniture and fixtures, etc.). The Com- 
mittee has carefully considered all the 
facts presented with respect to tax returns 
filed by national and State banks, has dis- 
cussed the question with the office of the 
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Comptroller of the Currency and _ has 
reached the conclusion that the returns so 
filed, which are made up from current 
books of such banks, do not clearly reflect 
the correct taxable net income. Having 
reached this conclusion the Committee 
recommends that such corporations (banks) 
be permitted to keep such books and 
records for income tax purposes as will 
enable them to file correct income and 
profits tax returns, and that such books or 
records may be made up from the current 
books and adjustments may be made thereon 
with respect to assets and depreciation, 
and that the books so kept for income tax 
purposes be accepted by the Income Tax 
Unit as an integral part of the accounting 
system of such banks. Adjustments made 
thereon with respect to the banking house, 
furniture, and fixtures, depreciation, etc., 
should be accepted as meeting the require- 
ments of the foregoing quoted provisions 
of the law and regulations. 


The form of a depreciation schedule 
should be such as will make allowances 
for at least four classes of depreciable 
assets: (1) Banking House; (2) Build- 
ings on Other Real Estate; (3) Office 
Furniture and Fixtures; (4) Mechani- 
cal Equipment. 

In the preparation of a suitable form, 
it is a good idea to start with the book 
balances shown in the Furniture and 
Fixtures account at least ten years 
back, and with the balances in the 
Banking House and Other Real Estate 
as far back as it is necessary to secure 
a complete analysis of the accounts for 
property still owned. The suggestion 
about a ten-year review on Furniture 
and Fixtures is not intended to be a 
limitation, but it is thought that most 
of the furniture and fixtures value, 
representing items acquired over ten 
years ago, will, under ordinary circum- 
stances, have been exhausted before the 
current year. Using the balances 
shown in the accounts as a basis, the 
accounts should be built up by addi- 
tions representing items of equipment, 
furniture, building improvements, etc., 
which. have been charged to expense 
in all years up to date as well as the 
items which have been capitalized. The 
built-up accounts can then be arranged 
so that a uniform ‘charge will be made 
each year of the estimated life of the 


property, subsequent to acquisition, to 
cover depreciation sustained on the 
assets represented by the additions, 

Where it is estimated that the life of 
furniture is ten years, the additions (or 
acquisitions) for the year 1919 will be 
totally exhausted by the end of the 
year 1929; additions made during 1920 
will be exhausted by the end of 1930, 
etc. 

A good way to prepare a deprecia- 
tion record is by the use of ordinary 
accountants’ analysis paper, which is 
provided with from thirteen to twenty 
columns. By using the descriptive col- 
umn on the left margin for the year 
and amount of additions, together with 
information showing where the charge 
was originally made—capital account or 
expense account—the columns to the 
right can be used to represent years in 
which depreciation is sustained. The 
amount of additions for each year can 
then be split up in equal parts—one 
part for each year (column)—and be 
set out in the columns to the right, 
which represent the years of estimated 
life. The total of the items appearing 
in any one column represents the de- 
preciation expense for the year repre: 
sented by that column. 

An example of an extract taken from 
a simple form of depreciation schedule 
is shown in exhibit “F.” 

No particular form of depreciation 
record, intended to be a permanent 
record in the possession of the tax 
payer, or schedule taken from such a 
record which should be attached to the 
income tax returns when filed, is re 
quired or recommended by the depart 
ment. It is sufficient that the record 
and schedule set forth all the pertinent 
facts upon which a claim for deprecia’ 
tion is based and, as previously stated, 
it is a supporting record which must be 
made a part of the taxpayer's records 
for income tax purposes. 


SECURITIES—LOSS RECORD 


In preparing this supplemental record, 
the same general form can be adopted 
as is used for bad debts, as it is m 
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EXHIBIT “F” 
Furniture and Fixtures—Rate 10 Per Cent. 
(Office furniture, deposit boxes, electric signs, etc.) 
Depreciation expense 
Amount Amount 1919 1920 etc. 
$1,500.00 $ $ $ $ 
1,750.00 (5)87.50 175.00 


Additions 
1919 Capitalized 
1919 Expensed 
1920 Capitalized 
1920 Expensed 450.00 

etc. eon ee 
$ $ $ 

NOTE: It has been the practice of the department to allow schedules. to be accepted 
which show an expense charge, for the year of acquisition, of one-half the annual rate on 
additions made during the whole year. This is merely a matter of equalization and does 
not prevent the taxpayer from preparing a schedule in finer detail—one that shows the 
date of each acquisition during the year—and apportioning the depreciation charge ac- 


175.00 


22.50 45.00 


cording to months and days of use during the current year. 


tended to serve the same purpose. This 
record is for use to record omly the 
items which are charged off either for 
conservative accounting purposes or by 
direction of the banking departments. 
It is not intended to record losses sus- 
tained where the amount is definitely 
determined through a sale or conversion 
of securities. 

As in the case of bad debts, book- 
keeping entries are often made by banks 
to reflect partial or total charge-offs on 
securities which have declined in book 
value. Charges to expense of this kind 
do not constitute allowable deductions 
as losses sustained and _ accordingly 
should be carefully recorded so that 
income tax deductions can be claimed 
when the loss is actually sustained. 
The record, when prepared along the 
general lines of a bad debt record, will 
support the adjustments to the Amended 
Balance Sheets and the Reconciliation 
of Income Statement. 

The examination of the Other Real 
Estate accounts of a large number of 
banks indicates that the practice of 
charging expense items and crediting 
income items, which represents the cur- 
rent income and expense on real estate 
acquired through foreclosure and as- 
signment, is general. 

Since the practice is general and 
there has been no appreciable response 
to recommendations concerning a change 
in policy, it seems advisable to suggest 
the next best method of correcting this 
tax accounting fault. 


Taxes, interest, repairs, etc., are de- 
ductible items for tax purposes but will 
naturally be lost as an expense deduc- 
tion if they are capitalized in the Other 
Real Estate account. The fact that 
they do represent current expense pro- 
vides the authority for a disallowance 
of these capitalized items as a part of 
the cost in a computation of the gain or 
loss resulting from the sale or other dis- 
position of the property. The reverse 
situation applies to receipt of rent and 
should be accounted for currently. 

As to form, there is no particular 
choice so long as the taxpayer attaches 
a schedule of current charges and 
credits to the tax return, showing the 
individual items and the property 
which it affects. These schedules can 
be made to constitute a record which 
should be filed as a permanent source of 
information concerning the adjustments 
between the books and the income tax 
return. 

I believe it is safe to say that the 
consistent and correct use of supple- 
mental records by banking institutions, 
following a thorough analysis of the 
income tax requirements, as compared 
with the general practice of bank ac- 
counting, will eliminate two-thirds of 
the worry and trouble attached to the 
preparation of income tax returns. 
Their use will also save later examina- 
tion of tax returns by department ex- 
aminers, and may even reduce the likeli- 
hood of a considerable overpayment 
of tax. 
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THE PRACTICE OF LAW BY 
BANKS AND TRUST ” 
COMPANIES 


In re Eastern Idaho Loan & Trust 
Company, Supreme Court of 
Idaho, 288 Pac. Rep. 157 


BANK or trust company which 
Asie itself as “a specialist in 
drawing trust agreements, dec- 
larations of trust and wills,” and its 
officers as well are illegally representing 
themselves as qualified to practice law. 
This is a proceeding instituted by di- 
rection of the board of bar commis- 
sioners of the State of Idaho for the 
purpose of securing an order requiring 
Eastern Idaho Loan & Trust Company, 
a corporation, and its president, W. L. 
Shattuck, to show cause why they and 
each of them should not be punished 
for contempt of court, in that they 
were practicing law and holding them- 
selves out as qualified to practice law 
therein, without either of them having 
been admitted to practice by the Su- 
preme Court of the State of Idaho, and 
without paying the license fees now 
prescribed by law for the practice of 
law. 
The petition charged: “That for over 
a year last past the said corporation 
and the said W. L. Shattuck pretending 
to act for it as its president have rep- 
resented themselves as learned in law, 
and particularly in the preparation of 
wills and declarations of trust; and 
have solicited by various types of ad- 
vertisements that they are so competent 
and able, and have at various times ad- 
vised persons desiring to make a dis- 
Position of their property by will or by 
trust as to the law of wills and trusts.” 
As specific instances, it is alleged: 


That the corporation had a sign on 
its window, reciting in part: 


“Eastern Idaho Loan & Trust Company 
“Total Assets $500,000 
“W. L. Shattuck, Mgr. 
Wills, Trusts, Guardians, 
Administrator, Escrow Agreements.” 


That the corporation and W. L. 
Shattuck have published and caused to 
be generally circulated in Idaho Falls 
and territory adjoining a calendar on 
which is the following printed data: 


Raaataes Idaho Loan & Trust Company 
“Investment Bankers 

“Park Ave. and B St. Idaho Falls 

Idaho 

“ We make a specialty of 
Drawing Contracts, Deeds and Mort- 
gages. . 

“Have You Made Your Will and Pro- 
vided for the Proper Handling of 
Your Estate After Your Death? 

“It will pay you to see us about this 
important matter. We can help you 
arrange your affairs so as to save your 
loved ones expenses and annoyance 
after your death. Don’t defer till after 
your death what you should do while 
alive.” 


That the said defendants have also 
secured the publication of a pamphlet 
entitled, ‘“‘How to Conserve Your Es- 
tate,” and have distributed the same to 
a large number of persons in Idaho 
Falls and surrounding territory, in the 
introductory part of which pamphlet 
appears: “We make a business of ad- 
vising in all such matters, and are 
specialists in drawing trust agreements, 
Declarations of trust and wills. We 
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make no charge for consultations. Come 
and see us if interested.” 

And that in the body of the pamphlet 
it was announced: “The Eastern Idaho 
Loan & Trust Company is a specialist 
in the matter of drawing trust agree- 
ments, Declarations of Trust and Wills, 
and in the management of Lands, se- 
curities, and other properties compris- 
ing Estates. It has every faculty for 
doing this with speed and accuracy, 
and in the safest, cheapest and best 
manner.” 

The defendants demurred to the com- 
plaint on the ground that, even if the 
facts alleged were true, they would 
not be sufficient to indicate an un- 
lawful engaging in law practice by the 
trust company. 

Idaho has a number of statutes reg- 
ulating the practice of law and confin- 
ing it to duly admitted attorneys. The 
most recent of these statutes and the 
most important in its application to this 
case is an amendment to section 6571 
of the Idaho Consolidated Statutes, 
which reads as follows: 


“If any person shall practice law 
or hold himself out as qualified 
to practice law in this state without 
having been admitted to practice therein 
by the Supreme Court and without 
having paid all license fees now or 
hereafter prescribed by law . . . he 
is guilty of contempt both in the Su- 
preme Court and District Court for 
the District in which he shall so prac- 
tice or hold himself out as qualified to 
practice. Provided, that any person 
may appear and act in a Justice Court 
as representative of any party to a pro- 
ceeding therein, but shall do so without 
making a charge or collecting a fee 
therefor.” Chapter 63, § 3. 


The court overruled the demurrer and 
held that the acts alleged constituted 
a violation of the statute above- 
teierred to. 


OPINION OF THE COURT IN PART 


There can be no question that the 
statute is consciously levelled at the un- 
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admitted and unlicensed practitioner 
functioning either within or without 
the courts. Defendants contend that 
their specially advertised activities do 
and did not constitute practicing law; 
that they but do and did what hordes 
of reputable insurance men, realtors, 
and bankers have been doing for years, 
and what chapter 192, section 2, of the 
Session Laws of 1929, authorizes them 
to do. Such work as the mere clerical 
filling out of skeleton blanks or draw- 
ing instruments of generally recognized 
and stereotyped form of effectuating 
the conveyance or incumbrance of prop- 
erty, such as a simple deed or mort- 
gage not involving the determination of 
the legal effect of special facts and con- 
ditions, is generally regarded as the 
legitimate right of any layman. It in- 
volves nothing more or less than the 
clerical operations of the now almost 
obsolete scrivener. But, where an in- 
strument is to be shaped from a mass 
of facts and conditions, the legal effect 
of which must be carefully determined 
by a mind trained in the existing laws 
in order to insure a specific result and 
guard against others, more than the 
knowledge of the Jayman is required; 
and a charge for such service brings it 
definitely within the term “practice of 
the law.” 

The paragraphs of section 2, chapter 
192, supra, relied upon by defendants 
are as follows: 


“(f) To accept trust from and ex- 
ecute trust for married women in re- 
spect to their separate property, and to 
be their agents in the management of 
such property, or to transact any busi- 
ness with relation thereto. 

“(g) To act under order or ap- 
pointment of any court of record as 
guardian, receiver or trustee of the es- 
tate of a minor, and as depository of 
any moneys paid into court, whether 
for benefit of any such minor or other 
persons, corporation or party. 

“(h) To take, accept and execute 
any and all such legal trusts, duties 
and powers in regard to the holding, 
management and disposition of any es- 
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tate, real or personal, and the rents and 
profits thereof, or the sale thereof, as 
may be granted or confided to it by any 
court of record or by any person, cor- 
poration, municipality or other author- 
ity; and it shall be accountable to all 
parties in interest for the faithful dis- 
charge of every such trust, duty or 
power which it may accept. ; 

“(k) To act as executor under the 
last will or administrator of the estate 
of any deceased person, or as guardian 
of any infant, insane person, idiot or 
habitual drunkard, or trustee for any 
convict in the penitentiary under ap- 
pointment of any court of record hav- 
ing jurisdiction of the estate of such 
deceased person, infant, insane person, 
idiot, habitual drunkard or convict.” 


Nowhere do these enactments confer 
upon trust companies the power to draft 
wills, trust declarations, or other in- 
struments creating the duties such com- 
panies are authorized to “take, accept 
and execute.” Their work is purely 
executive and ministerial, having to do 
with subject-matter in the inception of 
which they are not and cannot be per- 
mitted to participate. 


“A corporation can neither practice 

law nor hire lawyers to carry on the 
business of practicing law for it. 
Though all the directors and officers of 
the corporation be duly licensed mem- 
bers of the legal profession, the prac- 
tice of law by the corporation would 
be illegal nevertheless.” People v. Cal. 
Protective Corp., 76 Cal. App. 354, 
244 P. 1089, 1091. 

“The right to practice law attaches 
to the individual and lies with him. It 
cannot be made the subject of business 
to be sheltered under the cloak of a 
corporation having marketable shares 
descendible under the laws of inheri- 
tance.” State ex rel. Lundin v. Mer- 
chants’ Protective Corporation, 105 
Wash. 12, 177 P. 694, 696. 


From the facts admitted bv the de- 
murrer it is apnarent that defendants 
are illegally holding themselves out to 
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the public as specialists in certain 
branches of the practice of law. Whether 
or not they have actually engaged in 
such practice is not admitted by the 
demurrer, since the specific instances set 
forth in the petition are alleged upon 
information and belief, and as such in- 
sufficient to support a proceeding like 
this, quasi criminal in its nature. 


COLLECTING. RULE AS TO FOR- 
WARDING CHECKS DIRECT 


Foster v. People’s Bank, Court of 
Appeals of Georgia, 155 
S. E. Rep. 62 


A collection rule printed on a deposit 
slip, authorizing the bank to send 
checks for collection direct to the drawee 
banks and to receive exchange in pay- 
ment, does not relieve the bank from 
the duty of exercising proper diligence 
in making collections. 

In this case the defendant deposited 
in the plaintiff bank a cashier's check 
issued by a bank in the same town. The 
plaintiff presented the cashier's check 
and received in payment a draft on a 
bank in a distant city. The plaintiff 
bank paid the entire proceeds to the 
defendant, but was unable to collect 
the draft because of the failure of the 
issuing bank. The bank then brought 
this action against the defendant. On 
the trial the court directed a verdict in 
favor of the plaintiff bank. Upon ap- 
peal it was held that the question 
whether the collecting bank was negli- 
gent, under the circumstances, in re- 
ceiving the out-of-town draft so as to 
make it responsible for the loss, was one 
for the jury to decide, notwithstanding 
the rule above-referred to on the deposit 
slip. The judgment in favor of the 
plaintiff bank was accordingly reversed. 


Suit by the People’s Bank against J. 


T. Foster. 
defendant brings error. 


Judgment for plaintiff, and 
Reversed. 


OPINION OF THE COURT 


Where money is placed in a bank on 
general deposit, the rule is that the title 
passes immediately to the bank, and 
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the relation of debtor and creditor is 
thereby created between the bank and 
the depositor. McGregor v. Battle, 128 
Ga. 577, 58 S. E. 28, 13 L. R. A. 
(N. S.) 185. This rule also applies to 
checks or drafts, if they are received on 
deposit with the intention that they be 
treated as cash. First National Bank 
v. McMillan Brothers, 15 Ga. App. 319, 
322, 83 S. E. 149; Few v. First Na- 
tional Bank, 40 Ga. App. 791 (2), 151 
S. E. 546. 

Ordinarily, where checks or drafts 
are indorsed and deposited in a bank, 
the presumption is that the title does 
not pass and the relation of debtor and 
creditor does not exist until the collec- 
tion has been made, and a credit made 
in anticipation of collection will be 
deemed provisional, and the bank may 
cancel the credit or charge back the 
paper to the customer's account if the 
check or draft be not paid on proper 
presentation. Bank v. McMillan, supra; 
Gulf States Lumber Co. v. Citizens’ 
First National Bank, 30 Ga. App. 709, 
119 S. E. 426. If the indorsement be 
entered in terms as for collection, such 
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a presumption would be conclusive; 
but, if the indorsement be in blank, the 
presumption would give way to any 
contrary understanding which might be 
shown to have actually existed. Ac 
cordingly, where, as in the instant case, 
a check was indorsed in blank “in the 
ordinary course of business,” and “with: 
out any express agreement or under’ 
standing” as to the character of the de- 
posit, except that the deposit book con- 
tained a stipulation indicating a general 
rule that checks received on deposit 
would be taken for collection only with 
the right on the part of the bank to 
charge back the credit in the event the 
check should fail to be paid on proper 
presentation, the relation of debtor and 
creditor would not exist unless the acts 
and conduct of the parties amounted to 
the equivalent of some actual express 
agreement or understanding contraven- 
ing the general rule. But where the 
check was indorsed in blank, even de- 
spite such general stipulation contained 
in the passbook, if it further appears 
from the surrounding facts and circum: 
stances that it was the actual intention 
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of the parties that title to the paper 
should pass, such general rule would 
give way to such actual understanding, 
and the relation of debtor and creditor 
as contemplated would be given effect. 

In the instant case, where the cus- 
tomer deposited with the plaintiff bank 
a cashier's check on another bank in 
the same city for $2000, indorsed by 
him in blank, receiving the plaintiff 
bank’s unconditional time certificate of 
deposit, which set forth that the cus- 
tomer had deposited in the bank the 
sum of $1000, payable to the customer’s 
order six months after date, with in- 
terest at 5 per cent., and a further 
credit in his passbook for the ‘remain- 
ing $1000, and where the plaintiff 
bank, on the day following the deposit 
of the cashier’s check, presented it to 
the bank issuing it, in the same city, 
along with other checks drawn on the 
same bank and held by the plaintiff 
bank, amounting in all to $2585.10, and 
received from the other bank items 
drawn on the plaintiff bank amounting 
to $339.74, and a check on a third 
bank in another city, drawn to the 
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OVER $80,000,000 


plaintiff bank, for the difference, which 
latter check, on presentation, was pro- 
tested by the bank on which it was 
drawn, the issuing bank having failed 
in the meantime, and where the plain- 
tiff bank thereafter, with full knowl- 
edge of the failure of the bank issuing 
the cashier’s check, and of the non- 
payment of the check issued to it by 
the failing bank, paid over to the cus- 
tomer, on his demand, all funds held 
on general deposit, including the $1000 
item deposited as the proceeds of the 
cashier’s check, and, at its maturity, 
paid the time certificate of deposit in 
full, it was error for the court, in a 
suit brought by the plaintiff bank 
against the customer, to recover the 
amounts thus knowingly and voluntarily 
paid by it, not predicated, however, 
upon any liability on defendant’s part 
under his indorsement of the check, to 
direct a verdict in favor of the plaintiff 
for the amount of the cashier's check, 
with interest thereon, on the theory that 
the plaintiff bank, as a matter of law, 
became the mere agent of the customer 
for the collection of the cashier’s check. 
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This is true despite the general rule, 
in view of the unconditional promise of 
the bank to pay a half portion of the 
proceeds of the deposit and its subse- 
quent conduct above narrated, which 
might be taken as a recognition of the 
understanding existing at the time the 
check was received. Furthermore, it 
was a question for the jury to deter- 
mine, in the event they should find that 
the bank was merely the agent of the 
depositor for collection of the check, 
whether as such agent it had, under the 
facts and circumstances, exercised due 
diligence in collecting the check by ac- 
cepting in exchange a check on a dis- 
tant bank for a portion of the amount. 
See, in this connection, Baldwin State 
Bank v. National Bank, 144 Ga. 
181(1a), 86 S. E. 538; Walton Guano 
Co. v. McCall, 111 Ga. 114, 116, 36 
S. E. 469; 7 C. J. pp. 610, 614, §§ 268, 
276, 277; 3 R. C. L. 616, §245. The 
general provision contained in the cus- 
tomer’s passbook, that the bank re- 
served the right to “send items direct 
to institutions where payable and to ac- 
cept their exchange draft in lieu of 
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money,” does not abrogate the rule of 
diligence in collecting checks received 
on deposit, as might be measured and 
determined by the facts and circum: 
stances of the particular transaction; it 
not being shown in the instant case that 
the plaintiff bank was unable to obtain 
cash in lieu of the exchange check 
drawn on a bank in a distant city. 

Where the petition brought by the 
plaintiff bank against its customer 
sought, by reason of the facts set forth 
in the third division, supra, to recover 
the amount of the cashier's check de- 
posited with it by the customer, and 1t 
was alleged that the cashier’s check was 
deposited for collection for the custom: 
er’s account, and was handled by the 
plaintiff in the usual and customary 
manner and as the parties contemplated 
it should be handled, the court properly 
overruled a motion to dismiss the suit, 
in the nature of a general demurrer. 
But under the rulings set forth, a ver 
dict in favor of the plaintiff was not 
demanded, and the court erred in 90 
directing. 

Judgment reversed. 
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Seventh Edition of America’s 
Most Popular Banking Book — 


Here is a book which has come to 
be regarded as the standard work 
on bank methods and administration. 
It tells of every phase of modern 
banking from the handling of the 
morning mail to the extension of 
credit; from the duties of the 
messenger to the functions of the 
president. 


William H. Kniffin, the author, 
has not depended upon his own 
many years' experience as a prac- 
tical banker. In his book he has 
assembled the best banking thought 
of the country--the tested results 
of banking practice in the most 
progressively managed institutions 
in the United States. 


Send for your copy 

of this valuable 

book TODAY and see 

for yourself how 
thoroughly Mr. Kniffin 
has covered his field. 


BANKERS PUBLISHING CO. 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York City 
Please send me on approval a copy 
of “The Practical Work of a Bank.” 
I will either return the book with- 
in five days or will send you my 

check for $7.50. 
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BANK NOT LIABLE TO DE- 
POSITOR FOR INVEST- 
MENT LOSSES 


Downing v. Lane County State & Sav- 
ings Bank, Supreme Court of 
Oregon, 290 Pac. Rep. 236 


Where the president, or other ex- 
ecutive officer of a bank, invests a de- 
positor’s money with the latter's con- 
sent, the bank cannot be held liable for 
losses which may be sustained. 


Suit by Pauline Downing against the 
Lane County State & Savings Bank, a 
corporation, and others. Decree for de- 
fendants, and plaintiff appeals. Af- 
firmed. 

This is a suit by plaintiff against the 
Lane County State & Savings Bank for 
an accounting. Plaintiff deposited with 
the defendant bank the sum of $9,000. 
She was never at Florence, Lane 
County, Or., where said bank is lo- 
cated, and she never knew Henry Berg- 
man, president and executive manager 
of said bank. Her brother, E. S. 
Downing, represented her in the deal- 
ings between her and Henry Bergman 
and all the transactions referred to 
herein. The amount of money so de- 
posited by plaintiff in said bank was 
withdrawn and invested or loaned for 
plaintiff by said Bergman. 

Plaintiff contends that in depositing 
said money and authorizing the said 
Bergman to invest the same for her, she 
was dealing with the bank and with 
said Bergman as the executive officer of 
said bank, and not with said Bergman 
in his individual or personal capacity. 
Defendants contend that plaintiff, act- 
ing through her brother, E. S. Down- 
ing, authorized said Bergman to loan, 
invest, collect, and reinvest money be- 
longing to plaintiff in his own discre- 
tion. Plaintiff demands decree that de- 
fendants be required to state the ac- 
count between plaintiff and said bank 
and for judgment for the amount found 
due and owing plaintiff from said bank. 
Plaintiff claims a preference as a special 
depositor. Decree was entered for de- 
fendants to the effect that plaintiff's 
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complaint be dismissed and for costs 
and disbursements. From this decree 


and judgment, plaintiff appeals. 


OPINION OF THE COURT 


This controversy is governed by the 
facts. The law applicable is simple and 
settled. Did plaintiff authorize said 
Bergman to invest, loan, collect, and 
reinvest her funds as her agent? The 
question may be propounded in another 
way: Was plaintiff represented by her 
brother, E. S. Downing, authorizing the 
bank to so handle her funds without 
further consulting her? 

E. S. Downing and said Henry Berg- 
man were business associates and per- 
sonal friends. Bergman was frequently 
at the home of said Downing in North 
Bend. Some of the money belonging to 
plaintiff, Pauline Downing, was loaned 
to business institutions owned by the 
said E. §. Downing and said Bergman. 
The charge is not made that Bergman 
was without authority to check on 
plaintiff's account with said bank for 
the purpose of investing her money in 
securities. The evidence that tends to 
bind the bank for the conduct of said 
Bergman is the testimony of said E. S. 
Downing, Stella Downing, and Jane 
Chilson; the latter two being plaintiffs 
in two other cases of similar import 
against said bank. 290 P. 237, 238. 
The only other evidence is the use of 
the bank’s stationery and the employ- 
ment, by Bergman in his correspondence, 
of the personal pronoun “we” instead 
— 

It was not within the scope of Berg- 
man’s authority, as executive officer of 
the banking corporation, to invest and 
loan. money for the bank’s depositors 
with their consent so as to make the 
bank liable for the acts of its executive 
officer. The bank’s executive officer 
represents the bank in transacting its 
business. The scope of his duties does 
not include that of acting as broker for 
others. In investing and reinvesting 
the funds of plaintiff, Bergman was act- 
ing for her and not for the bank. There 
is no pretense that Bergman charged 
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any commission, fee, or remuneration in 
favor of the bank tor his services. That 
it was not within the scope of his au- 
thority as executive officer to act for the 
depositors of the bank as a broker is 
well established by the following au- 
thorities: In re Assignment of —. 
Oregon, 32 Or. 84, 88, 89, 51 P. : 
Shute v. Hinman, 34 Or. 578, 56 P. 
3, 3 Ff. 2 4 & RR A. 36: 
Byron v. First Nat. Bank, 75 Or. 296, 
299, 146 P. 516; Verrell v. First Nat. 
Bank, 80 Or. 550, 555, 157 P. 813; 
Doerstler v. First Nat. Bank, 82 Or. 
92, 100, 161 P. 386; Haines v. First 
Nat. Bank, 89 Or. 42, 48, 172 P. 505; 
Portland Bldg. Co. v. State Bank of 
Portland, 110 Or. 61, 66, 67, 222 P. 
740; Miller v. Viola State Bank, 121 
Kan. 193, 246 P. 517, 48 A. L. R. 373. 

Plaintiff relies on the cases of Verrell 
and Carlon and others against the First 
National Bank of Roseburg. In all of 
these cases the bank was held liable be- 
cause its president, without authority, 
drew money from the accounts of said 
persons and borrowed it himself. The 
bank was not held liable because it was 
acting in the capacity of a broker for 
the plaintiffs in those cases, but be- 
cause he, as president, withdrew their 
funds without authority. In re As- 
signment of Bank of Oregon, supra; 
Shute v. Hinman, supra; Byron v. First 
Nat. Bank, supra; Carlon v. First Nat. 
Bank, 80 Or. 539, 157 P. 809; Verrell 
v. First Nat. Bank, supra; Doerstler v. 
First Nat. Bank, supra; Haines v. First 
Nat. Bank, supra; Portland Bldg. Co. 
v. Bank of Portland, supra. 

Plaintiff claims that her deposit was 
a special deposit; that it was the duty 
of the bank to keep it intact and hold 
the evidences of the investments as a 
special investment for plaintiff. The 
evidence shows, however, that the 
money was put in an ordinary check- 
ing account. The money was with- 
drawn on a simple check and invested 
from time totime. 3 R.C. L. 518. § 147. 

It is unnecessary to detail the evi- 
dence. The learned trial judge found 
that plaintiff deposited her fund as an 
ordinary checking account, authorized 
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Bergman to invest the fund for plain- 
titt, and that the bank was not liable 
for the nature of the investments made. 
His conclusion was made on the legal 
principle that in making those invest- 
ments, Bergman, though the executive 
ofcer of the bank, was not transacting 
the bank’s business or representing the 
bank, but was acting for plaintitr and 
represented her in making those in- 
vestments. In that finding we concur 
because it is supported by convincing 
evidence. 

For that reason the decree is ‘af- 
firmed. 


USURY STATUTE AS TO. COR- 
PORATIONS VALID 


Wm. S. and John H. Thomas, Inc., v. 
Union Trust Co., Supreme Court 
of Michigan, 231 N. W. 
Rep. 619 


The Michigan statute (Act No. 335, 
Pub. Acts of 1927) providing that, “No 
corporation shall interpose the defense 
of usury to any cause of action here- 
after arising,” is valid and constitu 
tional. 


OPINION OF THE COURT IN PART 


The statute quoted denying to all cor- 
porations the defense of usury is at- 


tacked as unconstitutional. The attack, 
although made variously, comes chiefly 
to this, that the statute is class legisla 
tion, and therefore void. In Miller v. 
Reid, 243 Mich. 694, 220 N. W. 748, 
749, and in Hovey v. Wark-Gilbert 
Co., 248 Mich. 502, 227 N. W. 543, 
the validity of the statute was assumed. 
Straus v. Elless Co., 245 Mich. 558, 
222 N. W. 752, supports constitution: 
ality. Other states have like statute 
unquestioned as to  constitutionality, 
notably New York, where the statute 
has been considered many times over a 
long period of years. In Maryland 
constitutionality of the statute was chal- 
lenged, as here, and the statute held 
valid in an exhaustive and a well con- 
sidered opinion, with ample citation of 
authority. Carozza v. Federal Finance 









@ Credit Co., 149 Md. 223, 131 A. 
332, 342, 43.A. L. R. 1. We quote: 


“The usury laws therefore proceed 
upon the theory that a usurious loan 
is attributable to such an inequality in 
the relation of the lender and borrower 
that the borrower's necessities deprived 
him of freedom in contracting and 
placed him at the mercy of the lender. 
The law regards the borrower as in 
vinculis (in chains), and so the injury 
inflicted and the relief afforded as per- 
sonal to the individual wronged. A 
corporation, on the contrary, is not a 
natural person, but an artificial legal 
entity, which intervenes between. the 
lender and the persons who own its 
stock or form its membership. It is 
organized for commercial or other pur- 
poses which are best subserved by the 
advantages given through the corporate 
powers conferred by the state of which 
it is the creature. It has no sensations, 
and cannot be coerced by its necessities 
into any legal obligations beyond its 
defined and limited corporate powers. 
It is primarily a creature of the law 
under which capital concentrates for 
business and other gainful ends in an 
amount judged sufficient for the par- 
ticular undertaking, and with the 


knowledge that what has been con-: 


tributed in the form of capital and re- 
sources is the usual measure and limit 
of the loss of the corporate membership. 

“The individual borrows from a need 
springing from his own personal neces- 
sities, but the corporation becomes a 
borrower from a corporate exigency. 
Although popular prejudice against 
usury subsists, the progress of society 
has brought about the general use of 
corporate enterprises in all forms of 
commercial activity and a_ general 
recognition of the economic truth tha: 
the volume of borrowing for commercial 
purposes through corporations has grad- 
ually become of surpassing importance 
in comparison with the borrowing for 
purposes of necessity by the individual; 
and that usury laws, particularly with 
tespect to business affairs, increase the 
value of money, and are restraints on 
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the natural flow and supply of capital 
to the prejudice of industry and com- 
merce. Again, the loss of the in- 
dividual, singly or jointly, through 
usury, is at once both personal and im- 
mediate, but that of a corporation may 
or may not result in ultimate loss to its 
fluctuating membership, and therefore, 
while the corporate loss is immediate 
to the corporation, it is both mediate 
and proportional among the corporate 
membership. Moreover, the average 
corporation possesses more capital than 
the average man or unincorporated com- 
bination of men, and, the greater the 
capital, the less is the chance of serious 
loss in any undertaking for which bor- 
rowing is necessary. 

“It may well be that the Legislature 
concluded that a borrowing by a cor- 
poration for corporate purposes was dis- 
tinguished by quite plain and practical 
considerations of public policy from a 
borrowing by an individual for his per- 
sonal needs, even though financial em- 
barrassment in both the individual and 
corporate debtor would be indicated by 
the usury demanded, and that the more 
legitimate object of a usury statute is 
the protection of the public rather than 
the mediate protection of the share- 
holders of a corporation.” 


In Griffith v. Connecticut, 218 U. S. 
563, 31 S. Ct. 132, 54 L. Ed. 1151, a 
statute of Connecticut limiting interest 
on loans was held not to be unreason- 
able in classification nor to deny equal 
protection of the laws because it ex- 
cepted loans made by national and 
state banks and trust companies. See 
State v. Hurlburt, 82 Conn. 232, 72 A. 
1079; Mutual Loan Co. v. Martell, 222 
U. &. 229, 32323 Ce 7, OL. Oe 
175, Ann. Cas. 1913B, 529. 

Abundant authority may be cited to 
the point that the classification is rea- 
sonable, but we think it unnecessary. 

Because the classification embracing 
all corporations is supported by prac- 
tical considerations of public policy, and 
because it is sustained by the great 
weight of authority, we hold it to be 
reasonable. 
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A further contention is that the 
quoted statute (Act No. 335, Pub. 
Acts 1927) offends section 2, art. 12, 
of the state Constitution, providing: 
“All corporations shall have the right 
to sue and be subject to be sued in all 
courts in like cases as natural persons.” 

Were it not for the interest or usury 
statute above quoted there would be 
freedom to contract as to rate of in- 
terest. Because of Act No. 335, Pub. 
Acts 1927, corporations are given free 
and unrestricted right to contract rela- 
tive to interest, and hence their right 
to sue or to be sued. 

Other criticism of the statute is at- 
tempted, but it calls for no discussion. 
The statute is valid. 


DEPRESSION PAST CRISIS, SAYS 
BANKER 


THE worst of the commercial depression 
is over but recovery may be slow, F. 
Abbot Goodhue, president of the Inter- 
national Acceptance Bank, Inc., New 
York, and of the American Acceptance 
Council, stated in an address at the 
annual dinner of the Council. 

After reviewing the condition of ac- 
ceptance financing, Mr. Goodhue said: 

“Nineteen hundred and thirty will be 
written down in this country as a year 
of readjustment after the unparalleled 
. business activity and unbounded specula- 
tion of the previous year, as a period 
marked by a drastic fall of commodity 
prices, accompanied by business hesitancy 
and recession, unemployment and de- 
creased earnings, with similar conditions 
prevailing throughout the world aggra- 
vated by political unrest in Europe and 
revolutions in the Far East and Central 
and South America. 

“The great natural resources of the 
United States, the unbounded energy 
resourcefulness and genius of the Ameri- 
can people, coupled with their unusually 
high standards of living and their enor- 
mous saving ability, are convincing evi- 
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dences of the recuperative powers of the 
country and inspire confidence that the 
present depression will not continue over 
a protracted period. Every country has 
its periods of over-optimism accom- 
panied by excesses, which in turn are 
followed by readjustments and the usual 
depressions. These chastening conditions 
are uncomfortable but necessary. 

“With the dynamic potentialities of 
the United States, we realize that adverse 
conditions cannot remain long and we 
can face the future with hope, optimism 
and confidence, realizing that beyond the 
horizon await better times. The un- 
usually strong and sound condition of 
the banks throughout the country, which 
are backed by the unparalleled strength 
and resources of the Federal Reserve 
System and its intelligent management 
by able, high-minded men, warrant our 
faith that we have a bedrock foundation 
upon which we may go ahead and re- 
build for the future.” 

Mr. Goodhue said that the growing 
use of acceptances during the last ten 
years had been “most gratifying.” As 
evidence of the commanding position 
which this form of financing has at- 
tained, he pointed to the total outstand- 
ing bills, as of October 31, 1930, which 
was $1,508,243,827, as compared with 
the outstanding bills of $1,540,738,123 
on the same date last year. This, he 
said, represented a decrease of 2/2 per 
cent., “in spite of the world-wide busi 
ness depression, the decline of about two 
billion dollars in our foreign trade and 
the very substantial drop in all com 
modity prices. 

“It is very striking to note,” he con 
tinued, “that in spite of a decline in our 
foreign trade of over 25 per cent., in 
commodity prices of at least 15 per cent., 
the monthly average volume of accep 
tances outstanding during the first ten 
months of 1930 has increased 19 per 
cent. over the corresponding period of 
last year. This record is one to be 
proud of and gives every encouragement 
for the future.” 
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The Fathers of the Bank of England 
A Worthy Trio 


By KaTE ROSENBERG 


With the erection of a new building for the Bank of England that famous institu- 


tion is having a great deal of attention focussed upon it. 


It should be of great 


interest therefore to read of the bank’s founders and of the first few years when 
it tottered and almost fell. 


the distinction of having had 

three fathers, Paterson, who con- 
ceived the scheme; Godfrey, who won 
over the support of the City merchants 
to the scheme and helped to administer 
it, and Houblon, the first governor, 
without whose tact and ability the 
bank would not have survived its first 
three years. 


Tie Bank of England can claim 


WILLIAM PATERSON 


William Paterson was a_ curious 


mixture of financier, economist, politi- 


cian, adventurer and idealist. Born in 
Scotland, of peasant parentage, he 
journeyed south to England while still 
a boy. Unsettled and restless, as a 
youth he travelled from place to place 
—to the West Indies, where he got 
his first ideas for the foundation of 
the Darien Colony; to Amsterdam, 
there to admire and study the famous 
Amsterdam Bank. Some affirm that 
he was a peddler, others that he was 
both a buccaneer and a missionary. 
He was certainly a man of mystery, 
detached and isolated, and even among 
his contemporaries and friends earned 
the name of the “lonely Scot.” Im- 
pressionable and clever, with a mind 
receptive to new ideas, he revealed him- 
self while quite a young man as an 
unquestionable financial genius. Like 
other people of genius, however, he 
could be rash and unpractical, char- 
acteristics that debarred him from 
beiny an unqualified success. In 1686, 
when he was still under thirty, he had 
worked out the details of the Darien 
scheme to settle emigrants on the 


Isthmus of Panama but found nobody 
in England willing to carry it out. 
Two years later he became absorbed in 
the revolutionary politics of the day, 
when England was busy dethroning 
King James II and putting William III 
in his place. Paterson, together with 
other politicians of the time, used to 
frequent the coffee houses in and about 
Lombard street, Pontack’s Head (oppo- 
site the Grasshopper of Gresham 
street), where the Royal Society usu- 
ally dined and which became a few 
years later the famous Lloyd’s Coffee 
House, Ship Tavern, Crown Tavern 
and particularly Garraways in Change 
Alley (where the first consignment of 
tea in England was sold in 1657) and 
Jonathan’s. These were the rallying 
points of merchants and speculators, 
for most of the business of the day 


~was transacted not in offices but in 


these more intimate and _ familiar 
haunts. After the successful revolu- 
tion of 1688, when William of Orange 
was made King of England, Paterson 
came to be recognized among the new 
men of the period as one of the great 
financial minds of the time. Leading 
merchants and financiers became his 
associates, particularly Sir Michael 
Godfrey, whose name ranks so high 
in the history of the bank, and Charles 
Montague, the King’s Chancellor of 
the Exchequer. Together with God- 
frey and Montague his scheme for 
the Bank of England—it was the third 
scheme the had submitted—was _ suc- 
cessfully launched in 1694. Paterson 
became one of the board of directors 
of the bank. To start with all went 
well, but after a year the administra- 
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tion did not altogether satisfy its 
originator. He was hasty and sensitive 
and found it difficult, particularly after 
the death of Godfrey, to work har- 
moniously with his fellow directors. 
Subsequently he resigned from the 
board. The rest of his life was tragic. 
He threw himself heart and soul into 
the Darien scheme. He invested all 
his money in it and fired the imagina- 
tion of Scotland, a poor, hard-working 
country, with such a picture of pros- 
perity and well-being in the new 
colony, that people rushed to invest 
their all in the company that was 
floated. It is estimated that half the 
available capital of Scotland was sunk 
in the scheme. It was one of the 
great catastrophes of history. The 
scheme was a failure, due, said the 
emigrants, to England’s apathy and 
callousness, and to the hostility and 
jealousy of other nations. Embittered 
and broken in health, having lost his 
wife and all his money in Panama, 


Paterson returned to England. There, 
after a while he was able to re-instate 
himself politically, and was _ instru 
mental in facilitating the negotiations 
between England and Scotland on the 
question of the union between the two 
countries. After the union had taken 
place, Paterson was returned to the 
British House of Commons to repre- 
sent a Scottish constituency. In spite 
of his activities and importance he 
passed through years of acute poverty 
to be mitigated only when he drew 
near to the end of his life by the 
vote to him by Parliament of a large 
sum of money. How great his work 
was even he could not have imagined, 
and the success which the Bank of 
England has achieved, would, if he 
could but have foreseen it, have 


cheered the lonely genius. 


SIR MICHAEL GODFREY 


Sir Michael Godfrey was the first 
deputy governor of the bank and the 
most respected and richest merchant 
in the City of London. He combined 
financial ability and sound practical 
knowledge with a reputation for strict 
integrity and a disposition that made 
him personally exceedingly popular. 
His association with the bank gave 
that institution an immediate impor- 
tance and significance in the eyes of 
the City. What Godfrey would sup 
port was necessarily sound and worthy 
of support. By his able championship 
and his close co-operation he made the 
trading world the friend of the bank 
from its very inception. He wrote an 
able defence of the bank in a pamphlet 
called, “A Short History of the Bank 
of England,” where he answered a 
number of arguments that had been 
brought forward against its establish 
ment. His position as deputy-governor 
had a co-ordinating and a conciliatory 
influence, particularly with regard to 
Paterson. Unfortunately for the bank, 
Godfrey's association with it was short 
lived. He had helped to establish it 
in 1694, he wrote his defence of it in 
the early months of 1695. In July of 
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that year he met his death while on 
bank business. Together with two 
other directors he had gone to raise 
money in Holland on the bank’s credit 
to furnish King William with sufficient 
funds for the payment of British troops 
in Flanders. He had decided, whilst 
there, to pay a visit to the king and 
went to seek him in the trenches at 
Namur. The king remonstrated with 
him for exposing himself, a civilian, to 
the dangers of warfare. Godfrey jok- 
ingly asserted that what was danger 
to him was equally danger to the king, 
and just as the words passed his lips 
he was shot by a cannon ball and fell 
dead at the king’s feet. 

When news of his death reached 
London bank stock fell 2 per cent. His 
body was brought back and buried at 
St. Swithin’s Church, Cannon street, 
in the heart of the City, with which 
he had been associated for so many 
years. The Bank of England closed 
for the afternoon to pay reverence to 
its first dead, respected and beloved 
for his “integrity, knowledge, and the 
sweetness of his manners.” 


SIR JOHN HOUBLON 


The third great name connected with 
the origin of the bank is that of Sir 
John Houblon. He was descended 
from a Dutch family that had fled the 


relizious persecution in the Netherlands 


in the sixteenth century and had 
settled down to comparative freedom 
in London. The first member of the 
family to find refuge there had been a 
merchant from Lille. His descendants 
not only carried on the tradition of 
merchants, but gave it so much prestige 
as to merit for themselves and their 
transactions universal respect and ad- 
miration. One, James  MHoublon, 
eminent among London merchants, 
was known as the “father of the 
London Exchange” and was renowned 
for both his piety and his plainness. 
He had five sons, all of whom were 
important merchants, three of them, 
John, James and Abraham, holding 
foremost positions in the City. Samuel 
Pepys, the invaluable commentator of 
the period, has numerous references to 
them in his Diary, for on some occa- 
sions he was flattered by being asked 
to assist them in their undertakings, 
notably in connection with business in 
Tangiers. On others he was asked 
to dine with them, and on at least 
one important occasion was invited to 
their father’s house. 

He finds them “gentlemen whom I 
honor mightily.” He meets them— 
“the Hublands” or “the Hublons” as 
he calls them—for a talk at “The 
Beare;” for “an exceedingly pretty 
supper” at “The Pope’s Head;” and 
invariably they are ‘“‘a set of the finest 
gentlemen” one could hope to meet, 
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“their discourses, having been all abroad, 
very fine.” When the father, James 
Houblon, died, he had seventy grand- 
children who survived him, thirty 
others having died before him. 

John Evelyn, Pepys’ contemporary 
and friend, though thirteen years his 
junior, also has references to the 
Houblons in his Diary. He narrates 
how “I supp’d this night with Mr. 
Secretary (Pepys was Secretary to the 
Admiralty) at one Mr. Houblon’s, a 
Flemish merchant who had his house 
furnished en Prince and gave us a 
splendid entertainment.” 

In 1689 John MHoublon became 
sheriff and alderman of the City of 
London. He was knighted by the 
king and was made lord of the admi- 
ralty. When the project of the Bank 
of England was sanctioned, courtiers 
and merchants alike urged the appoint- 
ment of Sir John as first governor. 
Though he was over sixty years of 
age he was chosen and held the posi- 
tion until his death. In 1695, as an 
added tribute to his ability, he was 
made Lord Mayor of London. With 
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prudence and sagacity he steered the 
bank through its first few critical years 
and the eventual success of the bank 
must be largely due to the confidence 
he inspired in both City and political 
circles, and to his ability and wisdom 
of administration at a time when a 
false step would have ruined an institu- 
tion that had numerous enemies and 
needed unqualified success to justify 
its existence. 


NEAR TO COLLAPSE 


Within the first three years of its 
life the Bank of England came very 
near to collapsing through the combina- 
tion of a set of trying circumstances. 
To start with the state of the country’s 


coinage was deplorable. There were 
coins still in existence dating from the 
middle ages. There were coins of the 
Sixteenth Century which had been de 
liberately and wantonly debased by 
ruling monarchs in order to increase 
their revenues. There was scarcely a 
silver coin that had not been clipped. 
Counterfeit coins made of copper and 
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iron, silvered over, were also clipped 
to make them look like genuine debased 
silver. The greatest conceivable variety 
in the value of coins ranged through- 
out the country and the amusing story 
is often told of the merchant journey- 
ing from Lancashire to London who 
found that his money changed in value 
the nearer he got to his destination, 
gaining 50 per cent. increase when he 
arrived in London. The degraded state 
of the coinage had its inevitable re- 
sult. It brought trade to a standstill 
in 1694, the year when the Bank of 
England was established. The govern- 
ment of the day tad to take steps. 
An Act of Parliament was passed the 
next year imposing heavy penalties on 
all falsifiers and clippers of coins and 
offering demoralizing and attractive re- 
wards to informers; for example, ap- 
prentices who could prove their 
masters guilty receiving as reward the 
freedom of the City. A second Act of 
Parliament ordered a new coinage to 
be made for the country. Unfortu- 
nately, so far as the Bank of England 
was concerned, the recoinage affected 
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it adversely for the time being, for 
there came an awkward period when 
as a result of bad management on the 
part of the government and the mint, 
all the old coins had been called in 
and none of the new coins were ready. 


In addition, the bank suffered con- 
siderable loss, for it had taken the old 
coins at their nominal walue when 
many shillings had not above 3d worth 
in silver. It took three years before 
the re-coinage was completed, and in 
the meantime the bank was grappling 
as well as it could with its difficulties. 


A RIVAL BANK 


The greatest difficulty of all was the 
establishment of a rival bank—the 
Land Bank—-in the early part of 1696. 
From the fact that the government gave 
its support to the new bank and Par- 
liament approved its establishment, 
one can infer how little real significance 
was then attached to the Bank of 
England. The prospects of the new 
bank seemed rosy and Bank of Eng- 
land stock fell in a few days from 107 
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to 83. Such a fall, so soon after its 
birth, was a matter of the greatest 
anxiety to the governor and directors. 
The bank had not yet received its new 
coins from the mint. Its position was 
therefore sufficiently serious without 
more difficulties being added to it. The 
goldsmiths who had _ enjoyed the 
monopoly of banking before the Bank 
of England had been established and 
who were the bitterest enemies of the 
bank, exploited the seriousness of the 
situation to organize a run on the bank 
lasting from May 4 to May 6, the 
first of a long series of runs but by 
far the most dangerous because of the 
bank’s newness and lack of support. 
Panic set in. The bank had partially 
to suspend payments. The friends of 
the Land Bank, rejoicing prematurely 
in its triumph, drew up the last will 
and testament and the epitaph of the 
Bank of England, the latter running: 


HERE LIES 
THE BODY 
BANK OF 


OF 
THE ENGLAND 
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who was born in the year 1694 and 


died on May Sth, 
year of its age. 

The will read as follows: 

“Know all our creditors by these 
presents, that, we, the Governor and 
Company of the Bank of England, 
being weak in body through the 
wounds received by the Land Bank at 
Exeter Exchange (to whom we lay our 
death) but of as good sense as ever 
we were, finding ourselves impaired in 
our credit and reputation, and despair- 
ing of recovery do make our last will 
and testament. First, we bequeath 
our soul to the Devil, in order to serve 
the public out of our Creditor’s money, 
and as to the qualities of our mind, 
we dispose of them as follows: viz. All 
our skill in foreign exchanges and our 
probity and candour in making up 
the accounts of the loss thereof we give 
to all and every of our Directors (ex- 
cept four or five) jointly and severally 
to hold to them, and their successors 
in Jail Bank, as heirlooms or indelible 
monuments of their skill and probity 
for ever. All our obstinacy and 


1696 in the third 
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blunders we give to our present Gov- 
ernor upon trust, that he shall employ 
one equal third part thereof as Lord 
Mayor of the City of London, one 
other equal third part as one of the 
Lords of the Admiralty and the other 
third part as the Governor of the 
Bank of England. All our oaths and 
impudence, etc., we give unto our 
present Governor, etc.” 

The scurrilous leaflet had no effect 
but to brace .up the defenders of the 
bank. Sir John Houblon, by his per- 
sonal assurance of good faith and by 
prompt and sagacious measures, not 
only allayed the panic but pulled the 
Bank of England through the danger- 
ous crisis. He offered one-tenth of 
their demands to the claimants at 
the bank’s counters, and promised the 
rest as soon as the mint had issued 
the new coins. The shareholders of 


the bank were asked to forego their 
dividends, which they agreed to do, 
and a loan of £100,000 from the Bank 
of Amsterdam helped to keep the 


bank on its feet. In June came the 
total collapse of the Land Bank. The 
Bank of England was able to breathe 
again and found itself in a triumphant 
position when the government came to 
beg a loan so that it might extricate 
itself from the difficulties into which 
it had been landed by financial asso 
ciations with the Land Bank. 

For his efforts during this crisis Sir 
John Houblon was awarded the Houb- 
lon Tankard, which has a remarkable 
history. It was inscribed with the 
words: 

“The gift of the Directors of the 
Bank of England to Sir John Houblon, 
Governor, Lord Mayor of London, in 
token of his great ability, industry and 
uprightness at a time of extreme diffi- 
culty, 1696.” 

The tankard was handed down to 
his descendants (he had no sons) and 
then disappeared for generations. Some 
time ago it was found in London by 
an American silversmith who took it 
to New York and offered it for sale. 
Probably because of its associations, it 
wa: purchased by the Loan Committee 
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of the New York Clearing House who 
presented it to their chairman in ap- 
preciation of his services, having an- 
other inscription with similar wording, 
except for names and date, put on it. 
On his death it was returned by his 
widow to the New York Clearing 
House, and subsequently in 1924, 
through the kindness of Benjamin 
Strong, governor of the Federal Re- 
serve Bank, it was sent back to the 
Bank of England. The bank, in recogni- 
tion of this gracious act, sent a replica 
tankard suitably inscribed to the New 
York Clearing House Association. 

Sir John Houblon died in 1711 at 
the ripe age of 80, his lifeless body 
being found one morning in his room 
in the attitude of prayer. He was 
buried in the City Church of St. 
Christopher and his portrait was pre- 
served together with other historic 
portraits in the Bank of England, the 
institution he had done so much to 
establish. 
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IGNS of a turn in the trend have 
S become noticeable toward the end 

of October and the beginning of 
November in several countries of 
Europe. There was a slight revival of 
demand for goods, as the old stocks 
have in many cases been exhausted. 
The extreme pessimism which char- 
acterized Europe for many months has 
begun to give way to more hopeful 
feelings. The international political 
horizon is a shade brighter. In spite of 
the recent speech of Signor Mussolini, 
there has been less war scare during 
the last few weeks than for months 
past. The consolidation of the political 
situation in Germany and the rapid 
termination of the Brazilian revolution 
have also contributed to create a more 
optimistic atmosphere. As a result, the 
number of those who believe that the 
crisis has passed its climax is in steady 
increase. 

Economic conditions nevertheless con- 
tinue to be depressed. In most coun- 
tries, wholesale prices continue to de- 
cline while retail prices and wages 
show little inclination to follow them. 
The agricultural situation remains very 
bad, especially as in most European 
countries the crop was unsatisfactory 
this year. The countries of Eastern 
and Southeastern Europe hold one 
agricultural conference after another, 
in the hope of finding a solution of 
their troubles, but so far the only re- 
sult of their co-operation was to obtain 
a credit of a modest amount from the 
Bank for International Settlements, 
through the intermediary of their re- 
spective central banks. Money rates 
continue to be very low, and investors 
remain as-reserved as ever. 


The return of the Bank for Inter- 
national Settlements for the end of Oc- 
tober shows a comparatively small in- 
crease of resources for the month. It 
seems that the first period of rapid de- 
velopment has come to an end, and that 
a stage has been reached when further 
expansion is bound to be gradual. Pos- 
sibly maturities of war debt payments 
may even bring about a temporary de- 
cline in the bank’s resources in the near 
future. It would be, indeed, anything 
but desirable if the expansion of the 
resources of the bank were to go on at 
the same rate as during the first four 
months of its existence. In the ab- 
sence of any experience, it is desirable 
that the development should be slow, 
so that, if any mistakes occur, they will 
be of comparatively little consequence. 

Some quarters are inclined to believe 
that the International Bank already 
possesses immense influence upon the 
international money market. When- 
ever there is an inexplicable exchange 
movement it is usually attributed to 
intervention by that institution. Con- 
sidering that its total resources are 
little over $350,000,000—much less than 
those of dozens of central banks and 
commercial banks—it is difficult to 
imagine how it could possibly exert a 
predominent influence. 


GREAT BRITAIN 


The position of the Bank of England 
further strengthened during the last 
month, as a result of substantial gold 
imports from Australia and Brazil. The 
authorities have no desire to keep a 
gold stock in excess of about £160,- 
000,000, so that the withdrawal of some 
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gold on French account early in No- 
vember was not altogether unwelcome, 
as it stopped the talk about another 
bank rate reduction and resulted in a 
firmer trend in the money market. In 
spite of seasonal influences, sterling has 
kept remarkably steady in relation to 
the dollar, which may be due to some 
extent to American buying of British 
securities. The bank lost some gold 
for Switzerland and the shipment of 
sovereigns to Spain for the payment of 
customs duties has also been resumed. 

In the course of October, when gen- 
eral pessimism reached its culminating 


point, all kinds of most irresponsible 
rumors got in circulation about alleged 


difficulties of financial houses. The 
origin of the rumors was that one of 
the leading acceptance houses reduced 
its staff. It is well known, however, 
that the firm in question is thoroughly 
sound, and that the reduction of its 
staff was a measure necessitated by the 
general decline of activity, both in ac- 
ceptance business and in foreign ex- 
change business. Possibly the progress 
of the mechanization of banking has also 
contributed to render a number of 
clerks superfluous. Generally speaking, 
the London banks do not dismiss their 
employes even if they cannot keep them 
fully occupied, but merely reduce the 
number of new appointments. 


IS LONDON OVER-BANKED? 


In connection with the reduction of 
the staff of the firm concerned, there 
has been much discussion in banking 
circles as to whether London is, gen- 
erally speaking, over-banked. Although 
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the expansion of some banks was due 
to temporary post-war conditions, and 
the return to normal conditions had to 
result in a reduction of their activities, 
it is believed that London as a whole is 
not over-banked. It is true that the 
fall in prices has resulted in a decline 
in the volume of acceptance credits, 
but a revival of trade is bound to bring 
about an increase. As to the volume 
of foreign exchange business, it is not 
likely ever to reach the level it reached 
a few years ago. It may become neces- 
sary to reduce, therefore, the personnel 
of the foreign exchange departments, 
but the superfluous staff can easily be 
absorbed by other departments. 

It seems probable that, in the course 
of the next few years, London banks 
will play an increasingly important 
part in the financing of home indus 
tries. This will provide additional 
banking activity, so that the decreased 
requirements of other branches of bank- 
ing activity are likely to be more than 
offset. There are signs, moreover, that 
banking habits among the general pub- 
lic are becoming more and _ more 


popular. 
CONVERSION SCHEME 


Ever since the Labor government as 
sumed office, it has been the favorite 
idea of its Chancellor of the Exchequer 
to carry out the conversion of the 5 
per cent. war loan. Conditions appear 
to favor the operation, which is without 
precedent in magnitude. Money rates 
have declined below their pre-war level, 
and the lack of enterprising spirit re- 
sulted in a keen demand for govern: 
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ment securities. The success of the re- 
cent colonial issues indicates a certain 
keenness on the part of investors to 
acquire high- -class securities. In spite 
of this, opinions are divided as to 
whether the time has arrived for the 
operation. In some quarters the view 
is held that in a few years it could be 
carried out much more advantageously. 

The main objection to the scheme lies 
in the uncertainty as to the amount of 
war loan held abroad, and to the at- 
titude of foreign holders. Estimates of 
the foreign holding vary between 
£100,000,000 and £500,000,000, both 
figures being put forward with an 
equally emphatic claim to authenticity. 
It seems probable that the lower figure 
is much nearer truth than the higher 
one. Even if the lower figure were 
accepted there is a good deal to worry 
about as to the willingness of the for- 
eign holders to convert their holding 
into the new stock offered. There is 
no reason to assume that many of them 
would not avail themselves of the 
option of conversion. It seems probable 
that, if the operation is to be attempted 
at all, it will take place before the end 
of the fiscal year, so as to bring a 
much-needed relief to the budget of 
1931-32. 


IMPERIAL CONFERENCE 


As was to be expected, the Imperial 
Conference has failed to produce any 
scheme to satisfy the claims for empire 
free trade. It was obvious that a 
Labor government could not agree to a 
system which necessitates taxation of 
food. The suggestion of a system of 
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quota of food imports from the Do- 
minions has failed to arouse much en- 
thusiasm, although at the time of writ- 
ing the conference is still going on it 
seems probable that the only result it 
may produce—to save the face—is a 
kind of inter-imperial administrative or- 
ganization. For all intents and pur- 
poses, it has resulted in a disappoint- 
ment of hopes for a fundamental 
change in inter-imperial economic re- 
lations. 

Meanwhile, the empire crusaders have 
succeeded in getting their first repre- 
sentative into the House of Commons. 
Their victory is of doubtful value, how- 
ever, as it has widened the gap between 
them and the official Conservative 
party. It is obvious that, if there is a 
split in the Conservative votes at the 
next general elections the Labor gov- 
ernment will obtain a clear majority. 
On the other hand, if the two wings 
can agree upon a common policy a 
Conservative majority is certain, es- 
pecially as the depletion of the Liberal 
fighting funds will necessitate the re- 
duction of the number of Liberal can- 
didates. 


A CURRENCY SCHEME 


Mr. Darling, a director of the Mid- 
land Bank, has put forward some very 
interesting proposals to remedy the evils 
caused by the shortage of gold and by 
the fall in the price of silver. He sug- 
gests that all gold and silver resources 
of the British Empire should be pooled 
in an empire bank, which would thus 
control a gold stock of about £250,- 
000,000, and which would be given the 
monopoly of buying gold produced 
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within the empire. This bank would 
fix a ratio between the price of gold 
and silver, and would thus prevent a 
further fall in the value of the latter 
metal. At the same time, in making 
monetary use of the silver stock, it 
would increase the supply of metallic 
stock available for monetary use. 

The principal point of criticism 
against his scheme is that the British 
Empire would be unable to put it into 
operation without assistance from the 
United States and France, the owners 
of the two largest gold reserves, and 
without assurance from China that she 
will remain on a silver basis. Should 
the British Empire attempt an isolated 
action the result would be that the 
empire bank would have to buy up the 
superfluous silver stock of other coun- 
tries, and its gold stock would soon 
become depleted, notwithstanding its 
monopoly of buying South African 
gold. 

FRANCE 


An unexpected banking crisis of sec- 
ondary importance occurred in France 
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in the course of October and Novem: 
ber. Early in October, the Banque 
Vasseur suspended payments, while the 
Banque Francaise de l’Afrique had to 
be supported to avoid the consequences 
of the immobilization of its resources. 
There was a run on one or two other 
smaller banks which, however, success 
fully withstood the pressure. At the 
same time, irresponsible rumors got in 
circulation about a number of leading 
banks, which proved to be entirely 
without foundation. ‘Toward the end 
of the month it became evident that 
the group of the Banque Oustric was 
on the verge of collapse. Notwithstand- 
ing efforts to support it, it failed, to 
gether with the Banque Adam and the 
Crédit du Rhone. The Banque Oustric 
was a post-war creation, and was al 
ways considered as highly speculative; 
its disappearance will not be regretted 
in French financial circles, although its 
effect upon the Bourse is in itself de- 
plorable. The Banque Adam, on the other 
hand, was one of the oldest French 
private banks, which got under the con’ 
trol of the Oustric interests only recently. 





THE BANKERS MAGAZINE 


Considering that French banks on the 
whole have had a period of unprece- 
dented prosperity these failures have 
come as an unpleasant surprise. It is 
needless to say the safety of the well- 
established banks of international im- 
portance is beyond suspicion, and the 
recent failures were isolated cases, due 
to individual: causes. At the same 
time, the banking crisis could not help 
creating a bad impression both in 
France and abroad. 


WITHDRAWAL OF FUNDS 


The immediate consequence of the 
crisis was the withdrawal of French 
funds from London and New York. 
The French banks wanted to possess a 
large supply of ready cash in case of a 
run of depositors and, owing to the 
deficiency of the Paris money market, 
the only way to procure these funds 
was to withdraw balances from abroad. 
The result was an appreciation of the 
franc, and the resumption of the with- 
drawal of gold from London. At the 
present moment these withdrawals have 
not caused any inconvenience, for, as it 
is, money has been too easy. At the 
same time, the incident is calculated to 
draw attention once more upon the de- 
ficiency of the system. ‘Whenever there 
is a change in the Paris market— 
whether in a favorable or an unfavor- 
able sense—the result is a withdrawal 
of balances from abroad. This again 
tends to disturb international exchanges, 
and may cause serious embarrassment 
to foreign money markets. The only 
way to avoid this is to provide ade- 
quate facilities for French capital to be 
invested in short-term loans in Paris. 

Ancther weak point disclosed as a 
result of the recent events is the 
nervousness of the French public in 
face of a crisis, however small in di- 
mensions. While the Wall Street crash 
in New York or the Hatry crisis in 
London failed to affect the attitude of 
the American and British public to- 
wards the banks, the comparatively un- 
important Oustric crisis seems to have 
provoked a strong wave of distrust in 
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the French public. The withdrawal of 
deposits results in an increase of the 
note circulation, which is anything but 
desirable. 


SOVIET DUMPING 


The French government has proved 
that it is determined to defend the in- 
terests of its country against Soviet 
dumping. It took measures at short 
notice prohibiting the import of certain 
Soviet goods. These measures provoked 
considerable indignation in Moscow, and 
the Soviet government is considering 
taking measures of reprisal, aiming at 
the exclusion of French goods from 
Soviet Russia. The energetic measures 
were received favorably in France, for, 
as it is, agriculture is in an unsatisfac- 
tory situation and Soviet dumping tends 
to aggravate its difficulties. 

The world-wide depression has begun 
to affect French industrial production, 
which shows a noteworthy decline dur- 
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ing the last few months. At the same 
time, the index number for industrial 
output is still equal to the average for 
1929, and is well above both 1928 and 
the last pre-war year. Thus the indus- 
trial situation in France remains more 
favorable than that of any other in- 
dustrial country of Europe. 


GERMANY 


There was a distinct turn to the bet- 
ter in the German situation during the 
last month, as a result of the improve- 
ment of the political situation. With 
the support of the Socialist party, the 
government of Herr Bruning has 
brought forward the financial measures 
aiming at the restriction of budgetary 
equilibrium. The Reichstag is meet- 
ing early in December, and mean- 
while the government will have a 
chance to get on with the work. Na- 
tional Socialist disturbances were on the 
whole negligible, and the government 
remained in full control of the situa- 
tion. Confidence has been restored 
both in Germany and abroad. Part of 
the German capital which took flight 
abroad during the weeks that followed 
the elections is now being repatriated, 
while foreign funds which have been 
withdrawn are also gradually returning 
to Germany. 

The Reichsbank has lost a consider- 
able amount of gold during September 
and October, most of which was ex- 
ported to Paris, while some of it was 
sent to Amsterdam. Its foreign ex- 
change reserve has also declined con- 
siderably. It has become necessary to 
raise the bank rate to check the out- 
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flow of funds. A credit of $125, 


000,000 has been arranged by an inter: 
national financial group to tide the gov. 
ernment over its temporary difficulties, 
This, together with the return of funds 
from abroad, resulted in an improve- 
ment of the reichsmark, which is now 
quoted once more above par. 


WHEAT DUTY AND WAGES 


The government has availed itself of 
the right of raising the import duties 
on wheat and barley, ‘so as to improve 
the agricultural situation. As a result, 
internal grain prices are considerably 
above the world level. Although this 
may help German agriculture to some 
extent it will affect unfavorably the in- 
dustrial situation, as it will hinder the 
reduction of wages. As it is, employ- 
ers find it most difficult to induce their 
workmen to agree to wage reductions. 
It was the scheme of the government 
to induce both employers and employes 
to agree to the reduction of wages and 
prices, in accordance with the decline 
of the index number. So far, however, 
the plan has had little success. The 
workmen made it plain in most cases 
that they have little confidence in in 
dex numbers, as so far they have not 
noticed any appreciable reduction in 
the cost of living. The efforts of em 
ployers to enforce wage reductions re 
sulted in several strikes. 

In spite of this, the industrial situa 
tion is believed to be improving slightly. 
The atmosphere is not nearly as pess 
mistic as it was a month ago, and there 
is a revival of enterprising spirit. It 
feared, however, that the reprisals of 
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agricultural countries to the increase of 
duties on agricultural products may ad- 
versely affect German exports. 


ITALY 


There has been a certain amount of 
liquidation in industry and finance dur- 
ing the last month. The Italgas group, 
which, in addition to its interests in 
gasworks, has expanded during the last 
few years and acquired interests in 
chemical industries, has found it neces- 
sary to liquidate these interests. Other 
large industrial combines had to pursue 
the same policy. It is believed that the 
Snia Viscosa will have to write down 
its share capital to a considerable ex- 
tent. The Banca Agricola Italiana has 
liquidated its relations with its founder, 
Signor Gualino. Of its total deposits 
of about 600,000,000 lire, it lent about 
300,000,000 lire to Signor Gualino’s en- 
terprises. On the insistance of the 
Banca d'Italia, these credits were called 
in, and Signor Gualino had to surren- 
der all his assets, including his palatial 
houses and picture collections, in settle- 
ment of the claims. 





In a recent speech, Signor Mussolini 
pointed out that, although the govern- 
ment is determined to help enterprise, 
it does not intend to grant its support 
indiscriminately. It intends to proceed 
severely against financiers responsible 
for difficulties. In fact, during the last 
few months, several financial and in- 
dustrial directors have been arrested. 


SWITZERLAND 


The major part of German funds 
which took flight as a result of the 
elections found its way to Switzerland. 
The heavy inflow of funds has caused 
that country considerable inconvenience, 
as it has brought about an inopportune 
appreciation of the Swiss franc, tend- 
ing to discourage tourist trafic. At 
the same time the banks began to suffer 
from embarras de richesse, and found 
it impossible to invest the increasing 
amount of their deposits. The discount 
rates continued to decline, and reached 
a low record at 14% per cent. for bills 
eligible for rediscount and 1)4y per cent. 
for bills ineligible for rediscount. This 
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was considerably below the correspond- 
ing rates in any other market, but in 
spite of this the franc continued to ap- 
preciate, and rose to a premium in 
relation to every other currency. 

In order to check the inflow of funds, 
the banks have repeatedly reduced the 
interest rates allowed on deposits, and 
eventually declined to allow any in- 
terest at all on new deposits. Some of 
them went so far as to refuse altogether 
to accept deposits from foreign cus- 
tomers. Much to the displeasure of the 
National Bank, gold began to be im- 
ported; as the National Bank availed 
itself of its right to refuse gold in any 
other form than Swiss gold coins the 
importers are having their gold minted. 
The premium of the Swiss franc is 
sufficiently wide to cover the loss of in- 
terest thus incurred. The restoration 
of confidence in Germany resulted in 
the withdrawal of some of the German 
funds, which again caused a relapse in 


the Swiss exchange toward the end of 


October. 
HOLLAND 


Holland was another country into 
which a fair amount of German funds 
found its way, and there was an ap 
preciation of the guilder in consequence. 
While some gold was imported trom 
Germany no shipments were made from 
London, owing to the intimation of the 
Netherlands Bank to the Dutch banks 
that it would prefer not to buy bar 
gold of standard fineness. As the Bank 
of England only supplies standard bars, 
and the Dutch banks respect the wishes 
of their central institution, there was 
no withdrawal on Dutch account, in 
spite of the abnormal premium of the 
exchange. 

The country continues to be under 
the influence of the depression of the 
price of colonial products. The profits 
obtained from the colonies continue to 
decline, which is responsible for the 
adverse trend in the bond market. 
Amsterdam is not likely to resume 
lending abroad on a large scale until 
there is a thorough recovery in the 
price of colonial produce. 


AUSTRIA 


After several years of lengthy ne- 
gotiations, an agreement has been con- 
cluded between the Succession States of 
the late Austro-Hungarian Monarchy 
and the foreign holders of Austrian and 


Hungarian pre-war bonds. In virtue of 
this, the status of perpetual rentes has 
been definitely fixed; they will be con- 
verted into redeemable rentes. The 
percentages payable on the loans which 
came under the Innsbruck protocol 
have been raised, and a scale has been 
fixed in virtue of which these per 
centages will gradually rise, in some 
cases until they reach 100 per cent. 
The settlement of the pre-war debt 
is generally considered to be to the ad- 
vantage of all parties concerned. Until 
now the amount of the liabilities of the 
Succession States was an unknown fac- 
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tor, and this was necessarily detrimental 
to their credit. Now the amount of 
their pre-war liabilities is known exactly, 
which will facilitate their obtaining 
fresh loans. From the point of view 
of bondholders, the value of the bonds 
can now be ascertained, so that the 
speculative element in them has been 


reduced. 
SPAIN 


The authorities have at last made up 
their mind to take definite steps toward 
the stabilization of the peseta. In order 
to provide funds for the stabilization, 
some gold has been exported to London 
by the Bank of Spain, but not until 
after one of the deputy-governors—who 
is understood to have opposed the gold 
export to the utmost—had been relieved 
of his post. There have been also ne- 
gotiations for an external credit, but no 
arrangements have been made so far. 
The governor of the Bank of Spain, 
Senor Bas, accompanied by several high 
officials, paid a visit to Paris and Lon- 
don, and got in touch with the Bank 
of France and the Bank of England. 
At the same time contact was estab- 
lished with the Bank for International 
Settlements and the support of that 
institution was assured. 

As a result of these steps the peseta 
exchange underwent a spectacular re- 
covery toward the end of October and 
the beginning of November. No 
definite plans have been fixed so far as 
to the rate of its stabilization, but it is 
believed that the rate will be somewhere 
about eight pesetas per dollar. 
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PORTUGAL 


Portugal also has her share of bank- 
ing troubles. One of her leading pro- 
vincial banks, the Banco do Minho, 
suspended payments. As the institution 
had good external connections the au- 
thorities were anxious to prevent its 
failure from affecting the credit of the 
country, and steps are under considera- 
tion to safeguard the interest of credi- 
tors. There were also rumors in cir- 
culation about other impending failures. 
The names of several smaller banks 
were mentioned, but fortunately there 
were no further suspensions so far. It 
is believed that one of the firms men- 
tioned is being supported by foreign 
banking interests which hold a great 
part of its share capital. 

General conditions in Portugal are 
on the whole less unsatisfactory than in 
most European countries. Although the 
decline of price of agricultural products 
affected its prosperity, generally speak- 
ing, trade is well maintained. The 
finance minister intends to carry out 
the legal stabilization of the escudo 
sometime during 1931. 


SWEDEN 


The Riksbank has been recently sub- 
ject to some criticism for having main- 
tained its bank rate at too high a figure. 
As a result, the Swedish commercial 
banks were unwilling to rediscount 
their bills with the central banks, and 
preferred to sell out their holdings of 
foreign currencies in order to provide 
the funds for financing seasonal re- 
quirements. There was, in consequence, 
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an appreciation of the krona, and the 
Riksbank, in order to prevent an un- 
wanted influx of gold, had to increase 
its holding of foreign currencies. 

The Swedish match group continues 
to play a very active part in interna- 
tional financial operations. Mr. Kreu- 
ger is understood to have established 
close contact with the Bank for Inter- 
national Settlements, and is endeavor- 
ing to make arrangements for the flota- 
tion of loans in the Paris market. The 
group is taking an increasing interest 
in the issue of mortgage loans. 


POLAND 


As a result of bad crops and of 
political uncertainty, there has been an 
adverse trend in the foreign exchange 
market, and the Bank of Poland had to 
sell out a great part of its foreign ex- 
change holding in order to support the 


ee 


zloty. To replenish its supply of for 
eign currencies it sold in London and 
New York part of its gold stock held 
in those two centers. At the same 
time it restricted credits; while usually 
it accepted bills of ninety days for re 
discount, from October it ceased to ac 
cept bills of more than seventy-five days, 

There is no reason, however, for 
uneasiness. As Mr. Dewey, the Amer- 
ican adviser to the government, pointed 
out in his farewell report, conditions in 
Poland have become sufficiently con: 
solidated to make his further presence 
superfluous. In any case, negotiations 
are being carried on with the Swedish 
match group for an additional loan of 
a substantial amount, against which the 
terms of the match monopoly would be 
altered in favor of the group. 


TURKEY 


There is much uneasiness among 
holders of the Ottoman debt that the 
next coupon may not be fully met by 
the government. Negotiations with the 
debt council have reached a deadlock, 
and the government is credited with the 
intention of cutting down all payments 
to creditors, including those to be made 
for railway construction and other pub- 
lic works undertaken by German, Bel- 
gian and Swedish enterprises. Should 
a complete or partial default take place 
it would damage the country’s credit 
and would make it most difficult to 
obtain external aid for the stabilization 
of the Turkish pound. 

While six months ago the default 
would have been understandable as the 
exchange was depreciating, at present 
the exchange situation is fairly favor 
able; in fact, the government had to 
make arrangements with the Ottoman 
Bank that the latter should buy foreign 
exchanges so as to prevent an unwanted 
appreciation of the pound. If in spite 
of this the government were to default 
the obvious conclusion would be that it 
is not the capacity but the will to pay 
that is lacking. 
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Current Conditions in Canada 


the Business Summary of the Bank 
October 
“when trade statistics will make less 
unfavorable comparison with those of 
the preceding year, but that period 
has not yet been reached. Commodity 


Tis period is approaching, says 


of Montreal for 2%. 


price declines are umnarrested, bank 
clearings betoken contracted trade, rail- 
way trafic runs below the figures of 
last year and unemployment is a prob- 
lem engaging much attention. With 
respect to the latter, however, there is 
good prospect that the distress will be 
mitigated by co-operation to provide 
employment on the part of Dominion, 
Provincial and Municipal governments 
and thus to bridge over the period of 
slack trade until the working of the 
law of economics produces a more dur- 
able remedy. Expenditure upon pro- 
ductive and useful public work about 
to be made on a considerable scale 


will put many millions of dollars in 
circulation and invigorate business. The 
Canadian Pacific and Canadian Na- 
tional railways will engage in a build- 
ing and betterment policy in order to 
give employment and quicken industry, 
while Parliament’s object in recent 
tariff changes is to conserve the domes- 
tic market to Canadian producers, 
stimulate manufacturing and improve 
the labor market. The factor pressing 
most heavily upon the general trade 
situation is the low price of farm 
products, particularly wheat. For the 
current crop year Canada’s exportable 
surplus of this cereal is estimated at 
264,000,000 bushels, but this price is 
below the line of profit and the out- 
ward movement slow. Efforts are being 
made to recover the British market for 
Canadian cattle and some measure of 
success is being achieved. 

“In the industrial field cotton mills 


895 





ISTITUTO ITALIANO DI CREDITO MARITTIMO 


Subscribed Capital 
Paid-up Capital and Reserves 
Resources, over 


150,000,000.00 
ey 136,484,750.00 
** —1,600,000,000.00 


HEAD OFFICE: ROME, 173 CORSO UMBERTO I 


Branches: ALBENGA, ALESSANDRIA, AULLA, 


ANCONA, BOLOGNA, BOLZANO, 


CARRARA, CASERTA, CASOLI, CHIAVARI, CIRIE, FIVIZZANO, FLORENCE, GENOA, 
LEGNAGO, LEGHORN, LERICI, LEVANTO, MASSA, ‘MILAN, NAPLES, NOVI PIEMONTE, 
OSPEDALETTI, PADUA, PESCARA, (Riviera di Castellamare), PIETRASANTA, ROME, 


SAN REMO, 


Telegrams: 


SARZANA, SAVONA, SESTRI LEVANTE, 
VERONA, VIAREGGIO, VOLTERRA. 


Head Office, DIRMARE, Rome; for Branches, 


SPEZIA, TURIN, VENICE, 


CREDIMARE 


EVERY KIND OF BANKING BUSINESS TRANSACTED 


ITALIA-AMERICA SHIPPING CORP. 


- 1 State Street - NEW YORK 


American Representative 
AFFILIATED BANKS: Credimare A.G. Zurich, Share Capital Paid Up Sw. Fes. 1,000.000, 


Banco Di Santo Spirito (Regionale Del Lazio). 
Spirbanco. 


over the Latium-—Telegrams: 
Resources Over Lit. 340,000.000. 


have taken on new activity and are 
working at substantially greater capac- 
ity by reason of recent tariff changes. 
Silk and rayon mills are also well em- 
ployed and sign is shown of more 
vitality in woolen factories. As much 
cannot be said of the iron and steel 
industry, the output of which in Sep- 
tember was below that of August and 
much less than in September, 1929. 
The lumber trade continues flat, and 
the newsprint industry again records 
recession. There is abundance of 
shipping space available on lakes and 
ocean, but shortage of cargo and low 
rates for freight make business unprofit- 
able. Unseasonably warm weather 
checked retail trade in the first half of 
October in Eastern Canada, while in 
the Western Provinces cold and snow 
interrupted threshing of grain and 
deteriorated quality. 


FOREIGN TRADE 


“Foreign trade of Canada again de- 
creased in value in September, falling 
to $170,090,000 from $188,803,000 in 
the corresponding month last year, 
while in the last six months total 
external commerce of $958,064,000 was 
less by $286,815,000 than in the like 
period in 1929, the percentage decline 
being 23 per cent. A feature of the 
September return is that for the first 
time in many months an increase in 
the value of wheat exports is shown, 
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these having mounted to $24,145,000 
against $10,598,000 last year. The 
effect of copper decline is shown in 
the case of unmanufactured copper, 
of which the value of the export in 
September was $525,000 less than in 
1929, although the quantity shipped 
out was 27,251 hundredweight greater. 


CAR LOADINGS 


“In every class of commodity car 
loadings continue to show a decrease 
as compared with last year save only in 
coke, loadings of which to October 11 
were 3807 cars in excess of last 
year... 


CONSTRUCTION 


“Construction contracts in September 
are placed at $32,407,000, being less 
than in the corresponding period last 
year, but still a large volume of busi 


ness. While the amount of building 
under way makes unfavorable compari 
son with the two preceding years, it 
is larger than in 1927 and _ earlier 
periods and the extent of engineering 
projects in hand has never been ex: 
ceeded. The recession in building has 
been chiefly in residential structures. 


” 


MANUFACTURINC CONDITIONS 


Manufacturing conditions in Canada 
today compare favorably with those 





ooo 


CORRESPONDENT BANKS 


NEARLY a century’s accumulated experience and conservative pro- 
gress have qualified the Westminster Bank to offer its characteristic 
services as a London correspondent to foreign banking estab!ishments. 
It functions through a system of over a thousand of its own branches 
in England and representation in every banking town in the world, 
and is amply equipped (as are the Paris and Brussels offices of the 
Westminster Foreign Bank) for specialized service in credits, collec- 
tions, exchange, and all the ramifications of commercial finance. Bank- 
ing houses wishing to establish a London connexion are invited to 
communicate with the Manager 


WESTMINSTER BANK LIMITED 


New York Representative: C. M. Parker, 68 William Street 


mw OD CO 


._ ower 


HBA D OFFICE: 431 LOTHNSUE FY... ton 0 0 &,. B.€. 
Licceereceseeereeereseneeeeeeeeeeeereerereree eee ee nes eFeeeOeOeFeOeee>eesOebeeheOesesereneseserereeoeee 


elsewhere, if the inevitable reaction 
from the “boom” prosperity in 1929 
is taken into account, S. H. Logan, 
general manager of the Canadian Bank 
of Commerce, Toronto, said, in a recent 
statement. The world-wide business 
recession has reduced manufacturing 
output all along the line but, whereas 
European industry as a whole is oper- 
ating on the 1926 level and manufac- 
turing in the United States on that of 
1924, Canadian industry is maintaining 
an output about equal to that of 1927. 

The high point was reached in 1929, 
when the gross production of Canadian 
factories and other industrial plants 
passed the four-billion-dollar mark, rep- 
resenting an increase in physical out- 
put of abéut 65 per cent. over 1924, as 
compared with about 26 per cent. in 
the United States and 12 per cent. in 
Great Britain. Simultaneously with an 
increase in workers’ efficiency of 20 
per cent., the number of manufacturing 
employes increased 38 per cent., as 
compared with an increase of 4 per 
cent. in the United States and a de- 
crease of 6 per cent. in Great Britain. 
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Manufacturing output in the United 
States was 14 per cent. less during the 
first six months of 1930, and during 
the following three months 27 per cent. 
less than during the corresponding 
periods of 1929, while Canadian pro- 
duction was 15 and 20 per cent. less, 
respectively. Great Britain and con- 
tinental Europe experienced a smaller 
percentage decline but one sufficient to 
offset much of the improvement in 
purchasing power which had been built 
up during the slow and painful period 
of post-war reconstruction, thereby con- 
tracting the export market for some of 
the major commodities, manufactured 
as well as unprocessed, of both Canada 
and the United States. 

Canadian imports of raw materials 
last year had a value of $300,000,000, 
and partly and fully manufactured 
goods of  $1,000,000,000, but the 
Canadian Bank of Commerce esti- 
mates that about 55 per cent. of all 
raw imports, or $165,000,000, and 
22'4 per cent. of all processed im- 
ports, or $225,000,000, entered Cana- 
dian factories and assembly plants, the 
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Foreign Languages 
Easily Learned 


The Berlitz Conversational Method 
makes the study of any foreign lan- 
guage a surprisingly simple, easy and 
pleasant matter. Experienced native 
teachers. Day‘and Evening Classes 
and Individual Instruction. Reason- 
able tuition. Catalogue upon request. 


Trial Lesson Free 


ERLIT 
LANGUAGES 


SCHOOL OF 
Established 1878 
Branches throughout the World 


Manhattan — 30 West 34th Street 
Tel. Pennsylvania 1188 


Brooklyn — 434 Albee Square (Gold St.) 
Tel. Triangle 1946 


finished products of which are included 
in the $4,000,000,000 of Canadian 
manufactured goods. A _ total of 
$775,000,000 worth of goods were im- 
ported fully manufactured and ready for 
use by the customer, bringing the total 
value of domestic and foreign manu- 
factured goods up to $4,775,000,000. 

The value of Canada’s processed ex- 
ports ranges in normal years between 
50 and 60 per cent. of the value of 
all exports, or last year about $700,- 
000,000 out of $1,{82,000,000. If 
wheat, by far the largest single item 
in the list of unprocessed articles, is 
excepted, between 75 and 80 per 
cent. of the value of Canadian exports 
is accounted for by goods which have 
passed through a Canadian factory 
or other industrial plant. In the case 
of her forest products, for instance, 
over 90 per cent. of her exports have 
undergone some process of manufac- 
turing, ranging from sawn lumber, the 
simplest form, to furniture, paper, and 


artificial silk, the most complex. In the 
case of non-ferrous metals, while a 
large proportion is still exported in the 
form of ore and concentrates, about 
60 per cent. in value of the exports 
have been either smelted or refined, 
and a constantly increasing percentage 
of native copper is being refined in 
Canada. The analogous ratios for other 
categories of exports are about 75 per 
cent. for fibres and textiles, over 40 
per cent. for the products of animal 
husbandry and fishing, 25 per cent. for 
agricultural and vegetable products, in- 
cluding those derived from the process: 
ing of imported crude rubber, and 
over 20 per cent. for non-metallic 
minerals, while 100 per cent. of the 
chemicals and iron products exported 
have, of course, been processed. 
Some idea of the large annual con- 
sumption in Canada of both consumers’ 
and producers’ goods in manufactured 
form may be obtained by deducting 
exports of processed goods from the 
total of $4,775,000,000 referred to 
above, leaving a per capita consumption 


of well over $400, as compared with a 
similar figure of $500 in the United 


States. On a quantitative basis, the 
increase in consumption per capita be- 
tween 1924 and 1929 was about 65 
per cent. in Canada and 50 per cent. 
in the United States, a striking evi- 
dence in both countries, not only of a 
rising standard of living, as reflected in 
current expenditure, but also of a con 
siderable expansion in the industrial 
system for the mass production of 
goods for the domestic and _ export 
markets. 

The premier position among Cana- 
dian manufactures is still held by the 
pulp and paper industry, with a gross 
production last year worth $244,000, 
000, followed by flour and grist mill- 
ing, (about $190,000,000), meat-pack- 
ing ($186,000,000) and automobile 
manufacturing ($177,000,000). Next 
in order of gross value of output and 
just ahead of the lumbering industry 
comes the production of electric 
(mainly hydro-electric) power; the 
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daily average output from central elec- 
tric stations in 1929 was double that 
of 1924. While some of the older 


industries maintained a more or less 
steady production, others as well as 
some of the newer branches made re- 
markable headway, the radio industry, 
for example, showing a gain in value 
of production of over 60 per cent. 
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during 1929 alone. The growth of 
Canadian manufacturing as a whole 
up to the end of 1929 may be sum- 
marized as follows: The physical out- 
put had grown since 1924 at an annual 
rate of 10 per cent.; it was 80 per 
cent. greater than at the end of the 
war, and more than double what it was 
at the beginning. 


International Banking. Notes 


HE firm of Ernesto Tornquist & Co., 
Ltda., Buenos Aires, has published in 
book form the third edition of its 
Manual of Argentine Loans. This 
volume, first gotten out by the company in 
1913, was compiled to furnish the public— 
and particularly the foreign investor—with 
a thorough knowledge of Argentina's official 
securities and credit standing. The second 
edition was published in 1922, while the 
new edition, dated as of June 30, 1930, 
contains information up to date at Decem- 
ber 31, 1929. The data were compiled 
from official documents and other authorita- 
tive sources, making the book valuable for 
reference. It is printed in English. 

The book contains information about the 
external and internal loans of the national 
government, provincial loans and municipal 
loans. Preceding this is a short explanation 
of the monetary system of the country, as 
well as a brief history of the firm of 
Ernesto Tornquist & Co., Ltda. 


Report of the directors of the English, 
Scottish & Australian Bank, Limited, Lon- 
don, for the year ended June 30, 1930, 
showed net profits, after provision was made 
for bad and doubtful debts and contingen- 
cies, of £542,736. Out of this sum an in- 
terim dividend of 5 per cent. was made and 
£15,000 was transferred to reserve fund, 
leaving £377,736. To this has been added 
£347,741 brought forward from the last 
Previous account, making £725,477 available 
for distribution as follows: 


To reserve fund 

To officers’ provident fund 

To dividend of 7% per cent. .... 

To contingency account 

To reduction in bank premises ac- 
count 


The bank’s paid up capital is £3,000,000, 
reserve fund (including the sum added 
above) £3,160,000, and total resources 
£40,859,738. 


STATEMENT of condition of the Istituto 
Italiano di Credito Marittimo, Rome, as of 
August 31, 1930, showed capital of Lire 
150,000,000, reserve fund of Lire 10,000,- 
000, current accounts, deposits and savings 
of Lire 860,072,975 and total resources of 
Lire 1,606,199,382. 


Tue Latvijas Banka, Riga, Latvia, in its 
statement of condition of November 5, 1930, 
reported capital of Lats 18,734,925, reserve 
of Lats 4,351,986, current accounts of Lats 
52,439,638 and total resources of Lats 
247,383,128. 


Net profits of Ernesto Tornquist & Co., 
Ltda., Buenos Aires, for the year ended 
June 30, 1930, amounted to 1,280,500 gold 
pesos, after deducting amortizations and gen- 
eral expenses, making allowances for doubt- 
ful debts and revising all security values. 
To this has been added 224,445 gold pesos 
brought forward from the previous year, 
and the total has been allocated as follows: 
To 6 per cent. dividend 


on preferred shares .. 
To 6 per cent. dividend 
on ordinary shares .. 
To extraordinary reserve 
To be carried forward to 
next account 


Gold pesos 180,000 


540,000 
400,000 


384,946 


After putting these allocations into effect, 
the company’s paid up capital is 12,000,000 
gold pesos, statutory reserve fund 1,355,649 
gold pesos, extraordinary reserve fund 45,- 
800,000, and balance of profit and loss ac- 
count 384,946 gold pesos. Total resources 
of the company are 28,589,067 gold pesos. 





Financial Statements and Credit 


Files 


BETTER way for the banker to 
A« at all of the facts in con- 
nection with every application 

tor a loan than by a requirement of a 
complete financial statement from the 
borrower, followed by a searching 
analysis of that statement, we have not 
yet discovered. Personality, and moral 
risk each has a place (and a large one), 
in the granting of a loan, but morality, 
second only to that of the Christ him- 
self, cannot repay a loan unless there 
exists somewhere in the borrower's 
makeup an ability to make an earning 
over and above his needs for personal 
existence. Clearly the best measure of 


that ability is a comparison of a series 
of financial statements compiled half- 
yearly in a mercantile or manufacturing 
business and at least yearly in case of 
a professional or agricultural pursuit 


over a period of years. 

Figures do not lie even if the figurer 
does. It is for the purpose of differ- 
entiating between the two that a pains- 
taking analysis is necessary. It is not 
sufficient to look at only the net worth 
and the relation of current resources 
to current liabilities. Observation of 
many loans coming to my desk from 
examiners’ reports convinces me that 
the relation of total debts to net worth 
was never even considered, or if seen 
at all made no impression on the bank- 
er’s cerebrum (if that be the part of 
the cranial anatomy where such things 
are supposed to register). 

A financial statement without the 
explanatory schedules usually found 
somewhere upon the blank, can mean 
but little. The statement “accounts 
and notes receivable $10,000” cannot 
help a loaning officer very much unless 


Extracts from an article by E. D. Holly, 
chief deputy, in the State Banking Depart- 
ment Bulletin, a monthly publication of 
Will C. Wood, California state superin- 
tendent of banks. 
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he knows something about whose notes 
they are and what kind of accounts 
are represented. A merchant who 
might submit a statement during a 
period of the year which was the 
natural liquidating time for his terri- 
tory, showing rather large “accounts 
receivable,” should and does expect 
the banker to ask him “how come” 
that these have not been reduced at 
this time of year? If the banker does 
not inquire, the borrower may feel that 
he has gotten by, but he also must, 
deep down in his carcass somewhere, 
wonder if all of the loans in the bank 
are made as readily. An autopsy of 
those “accounts receivable” would un- 
doubtedly show that they had escaped 
the undertaker for some considerable 
time. A net worth made up of such 
figures is a shaky foundation upon 
which the banker can succeed in build- 
ing up a growing, healthy and endur- 
ing “undivided profits” account. 

The item “Real Estate $100,000” 
does not furnish very great illumina- 
tion and is largely “choctaw” to the 
banker who is asked to make the loan, 
unless there is a full explanation re- 
garding the actual terra firma that 
makes up this $100,000 value. There 
should be a place upon the financial 
statement blank where this can be 
entered and the banker should see that 
it is clearly set up and shown. 

I can hear some banker now saying, 
I know all about the real estate in 
this community, why should I bother 
my borrowers unnecessarily. Granted! 
However, the banker is loaning money 
of others that has been left in trust 
with the institution of which he is for 
a time (it may be years and again it 
may be for only hours) the head. The 
information, therefore, upon which the 
granting of the loan was predicated 
is rightfully the property of the bank 
and the banker who is now carrying tt 
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in his head is under absolute obliga- 
tions to the depositors, stockholders, and 
other officers of the bank to place it 
in clear and readily understandable 
written form in a file, where all other 
information and correspondence in con- 
nection with the particular loan is 
orderly arranged. 

No banker would take some of the 
bonds or cash of the bank and hide 
them away where only he could find 
them. In the first place he would 
know that the first examiner who came 
along would ask for them and insist on 
knowing all about them. Many actual 
circumstances can be readily called to 
mind where a banker has suddenly 
been taken by death, carrying with 
him information about the bank’s 
loans, bonds and other affairs that are 
of infinitely more value in dollars and 
cents than the cash and bonds he may 
have hidden away. In fact, the loss of 
the bonds and cash would in nearly 
every case be covered by insurance, 
payable upon proof of loss or mis- 
placement, but not even fire insurance 
can repay or return to the bank the 
value represented in the knowledge of 
the bank’s affairs and its borrowers or 
clients, carried to the grave, and may- 
hap beyond, locked up in the now 
inanimate brain. “Knowledge is power” 
but the power needed by the modern 
bank to carry it upward in usefulness 
and financial strength in this day of 
real competition, not only from some 
other bank or building and loan com- 
pany, but also from every instalment 
selling concern extant, must not be 
locked up in a casket. Mr. Banker, 
the information you have that sup- 
ports the granting of every loan you 
make or determines the purchase of 
the bonds found in your pouch is not 
your personal property any more than 
is the cash and securities in your vault. 
It belongs to the bank. 

As stated above an examiner, or the 
examining committee of your board of 
directors, would want to know all 
about any cash or securities the manag- 
ing officer had hidden away, for safety 
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perhaps, and the managing officers 
would not for a moment deny them the 
right to have full access to them. He 
readily understands their value and 
ownership and understands fully that 
the solvency of his bank can only be 
clearly substaritiated by allowing access 
to them. Why then, when an ex- 
aminer asks for evidence supporting 
an wumsecured loan, does that same 
manager very often demean himself as 
if the request were an insult to his 
intelligence. 

The amount in nearly all country 
bank cases represented by unsecured 
paper far exceeds the cash and securi- 
ties held by the bank. If you are so 
careful to keep cash and _ securities 
locked up in the vault where they can 
be easily found by your assistants, 
should anything happen to you, why 
are you so careless with information, 
that, in many cases, has tremendously 
greater value? 

While I have stressed what might 
happen in the case of the death of the 
manager, that eventuality is not the 
only thing that can happen. Few men 
in the busy turmoil of modern business 
have the time or mental equipment to 
keep clearly in mind all of the detail 
information that comes to them in a 
day’s work. Then too there is the 
possibility that there has not been an 
exact meeting of minds of the banker 
and borrower. All things do not ap- 
pear identical to all minds. This is 
the cause of many, if not most, of the 
controversies that occur between men. 
If at the time the loan is made and 
the method of repayment is discussed 
(and the subject of repayment should 
then be considered), a dictation of the 
matter. is placed in the credit file sup- 
porting the loan there could be no 
occasion of a misunderstanding, when 
the due date or time for payments 
arrived. The strong vigorous banker 
with a keen retentive memory may feel, 
when he reaches this point in this 
article, that it is not intended for him, 
but to be sure that he is also in the 
picture let us consider the growing 
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belief and practice that valuable and 
lasting contacts for business are made 
upon the golf links. The loaning 
officer cannot be expected to remain 
constantly at his desk in the bank. 
Contacts must be made, and it becomes 
necessary to delegate the collection and 
renewal of paper to others in his in- 
stitution who have not reached the 
“contact” stage. Many times there 
will arise circumstances in which the 
matters of information carried in the 
banker’s head will be needed in the 
bank, just at the moment of the peri- 
helion of the “contact.” Nothing less 
than a catastrophe could result from 
an interference with him at this time. 
If that information were all in the 
credit file where he had fully intended 
to put it how much more effective the 
contact would be and, incidentally, the 
boys in the bank could do their work 
much more efficiently, and the clientele 
gathered on the links would not be lost 
through misunderstandings at the note 
window. 


NEW HIGH FOR CHRISTMAS 
CLUBS 


the United States are this month 
distributing an amount estimated 
at $612,000,000 


Se: 8000 banking institutions in 


to the 11,000,000 
members of the Christmas Clubs 
throughout the country. That sounds 
as if, in spite of business conditions, 
Christmas would be amply celebrated, 
but the payment of this sum, according 
to Herbert F. Rawll, president of 
Christmas Clubs, will mean the spend- 
ing of a trifling $240,000,000 for 
Christmas gifts, if this year runs true 
to form. 

In former years 38 per cent. of the 
total amount of payments has been used 
for the purchase of gifts, and the re- 
mainder for permanent savings, invest- 
ments, etc. It is probable that the per- 
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centage spent for gifts may be even 
lower this year. 

Deposits this year reached a record 
figure, although the increase was not as 
large as in normal years. The average 
deposits for a member were also smaller 
this year, being $54.60 as compared 
with $59.50 last year. The large in- 
crease in the number of members, made 
possible by the increasing number of 
banks which established the clubs this 
year, more than offset the decline in 
average savings, however. 

In New York, the mutual savings 
banks alone are distributing $13,170, 
552, compared with $11,965,573 in 
1929 and the number of members has 
increased from 273,251 in 1929 to 
280,698 in 1930. — banks 
in Massachusetts are gxibuting $9, 
926,962 compared with $9,767,199 in 
1929 and the number of) members ir 
that state has also increased—from 
214,470 last year to 221,217 this year. 
Connecticut and New Jersey savings 
banks also report larger distributions 
than those of a year ago. 

Through a questionnaire to its mem- 
bers, the Christmas Clubs have learned 
that, after the 38 per cent. has been 
spent for Christmas purposes, the re- 
mainder is applied as follows: Perma: 
nent saving and investment, 30 per 
cent.; year-end commitments, 13 per 
cent.; insurance premiums, 6 per cent.; 
mortgage and mortgage#isterest, 514 
per cent.; taxes, 447 per cent.; and edu- 
cation, travel and charity, 3 per cent. 

New York heads the list of states 
with total deposits of $138,650,000. 
Massachusetts is second with $72,300, 
000, Pennsylvania third with $71,800, 
000, Illinois fourth with $60,370,000, 
Ohio fifth with $43,680,000 and New 
Jersey sixth with $40,600,000. 

The largest club in New York City 
is that of the Bank of Manhattan Trust 
Company, which, through its sixty-nine 
offices, has accumulated $3,300,000 for 
its 74,000 members. 





First National Bank, Mt. Vernon, N. Y. 


NEW entrance in the center of the front elevation 
was provided when the building of this bank was 
enlarged and remodeled recently. The vestibule, shown 
above, leads from the entrance to the main banking lobby. 


HOLMES & WINSLOW 


Specialists in Bank Architecture 
and Interior Equipment Complete 


153 East 38th Street - - - ° New York 
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Above and below are illustrated two different types of night depositories— 


one circular and one rotary. 
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How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


DECEMBER, 1930 


TOM THUMB ADVERTISEMENTS BEING 
USED BY BANKS 


By FRANK H. Mapison 


HE Tom Thumb ad- 
T erie is becoming 


one of the handiest of 
tools in the bank’s advertis- 
ing kit. 

The Chicago Bank of 
Commerce has been using 
this small form of advertise- 
ment to advantage. Some- 
times two or more of these 
midgets are used in a single 
newspaper issue, each stress- 
ing a different phase of the 
bank’s service. 

The Tom Thumb adver- 
tiement cuts in and seizes 
the newspaper reader's atten- 
tion. Its very appearance 
suggests' that the message 


>= 
State Street 


Shoppers 


Women who shop on 
State Street find it very 
convenient to do their 
banking at this central 
location, which is near 
all the big department 
stores. They also ap- 
Preciate our prompt 
setvice. e invite 
women’s accounts. 


EB) OF COMMERCE f 


Heney S. Henschen, President 


will be brief and that it can 
be digested easily, this, in 
contrast to the larger display 
the contents of which must 
be studied. 

“The speeding up of life 
has brought about different 
views from the busy reader 
and the buyer. A different 
mental attitude causes time 
to be the essential factor,” 
G. Wende! Muench, Chi- 
cago advertising agent, told 
the Peoria, Ill., Advertising 
and Selling Club. 

Use of the simple, rather 
than the complicated, in the 
preparation of advertising 
copy, is called for by the 


Save Time 


In this busy age, the 
saving of time is an im- 
portantconsideration. 
Atthis bank, service is 
prompt. The location 
is central and near all 
linesof transportation. 
You will save time by 
banking here. 


Your business invited 


1 CHICAGO BANK 

f OF COMMERCE § 

; Henry S. Henschen, President 
Dearborn and Madison Sts. ff 


Capital, Surplus aod Reserves 
$9,100,000 


modern trend to “read while 
you run,” he said. 

Originally, the Tom 
Thumb advertisement was 
the one that occupied about 
three inches in a_ single 
column. Now when so 
many firms are using giant 
spaces, anything up to eight 
inches, single column, as- 
sumes dwarf-like qualities in 
contrast. 

This modest size is no 
handicap. If the midget 1s 
well-proportioned he attracts 
as much attention as_ the 
average person, if not more. 

One big advantage of the 
Tom Thumb advertisement is 
that the advertising appro- 
priation can be spread over 
more insertions. Where the 
regular reader sees the bank 


Experienced x 
Management 
by competent and 


i experienced bankers—located 


in the center of the loop dis- 


3] trict—with sufficient capital to 


handle the largest accounts— 


| this bank is now opentoserve [& 
si the public in a manner which § 
3 6depositors will appreciate 


Your business invited 


§ CHICAGO BANK | 
| OF COMMERCE | 


Heary S. Henschen, President 


] Dearborn and Madison Sts. ff 


Capital, Surplus and Reserves 
$5,100,000 


Three of a series of Tom Thumb advertisements run by a Chicago bank, with good 


results. 


issue of one newspaper. 


Sometimes several of these miniature advertisements appear in the same 
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’ COMPLETE 
SERVICE 


4 Yourcan transact every type of 


| CHICAGO BANK | 
S) OF COMMERCE | 


Henry S. Henschen, President 
Dearborn and Madison Ses; 
Capital, Sarptes and Reserves 
$5,100,000 


Service Is 

i Prompt and Courteous 
H Here it will be possible for you 
to establish close personal 
contacts. Service is prompt 


3} and courteous. The location 
is convenient. t 


Your business invited 


7 CHICAGO BANK 

1 OF COMMERCE 
Henry S. Henschen, President 

Dearborn and Madison Sts, 


Sarplus and Reserves 
$5,100,000 


PERSONAL % 
CONTACTS 


D Whe doce genened comme 
| you can establish here will 


mean much to you. Every 


| banking service is provided for 
your use. 


Your business invited 


| CHICAGO BANK 
j OF COMMERCE 


Heary S. Henschen, President 


H Dearborn and Madison Sts; 


$5:100,000 


Another group of Tom Thumb advertisements run by the Chicago Bank of Com- 


merce. 


The distinctive border makes them noticeable and its constant use makes it 


familiar to the reader, while the change in copy gives the advertisements sufficient 


advertising appearing in issue 
ifter issue the cumulative 
effect is great. 

How the Chicago Bank of 
Commerce finds new angles 
for these small advertise- 
ments is indicated by some 
of the headings: 

Next Door to State Street. 
Experienced Management. 
To Your Liking. Save Time. 
Our Officers and Directors. 
At Dearborn and Madison 
Experienced 
Personal 


Management. 
Contact. Under- 
standing. Our Trust De- 
partment. State Street Shop- 
pers. Our Depositors. 
Modern Vaults Centrally 
Located. 

The Bartonville State Bank 
of Bartonville, Ill., is using 
Tom Thumb advertisements 
in the rotogravure section of 
Peoria Sunday papers to in- 
troduce to the public its 
officers and directors. Each of 
these advertisements, 21/2 by 
3Y inches, contains a photo- 
graph of some officer and 


variety. 


twenty-five words or so 
about his or her capabilities. 

When you use Tom 
Thumb advertisements you 
get the valuable effect of 
repetition but, what is more 
important, the repetitions are 
not identical. 


“While most of us agre: 
that repetition is the greates 
force in advertising,” said 
Phillip E. Spane, in Adver 
tising and Selling, “we fol 
low a natural instinct when 
we insist that the repetitions 
shall not be identical.” 


HOW BANKS ARE ADVERTISING 


FTER eleven of the mutual 
savings banks of New 
York City announced the 
reduction of their inter- 
est rates from 44 to 4 per cent., 
the Bank for Savings of that 
city received so many inquiries 
from depositors as to its stand 
on the question that the bank 
published its reply in the form 
of a display advertisement, five 
columns by fourteen inches, in 
New York City newspapers. 
While the bank announced 
that the rate would remain the 
same for the remainder of 1930, 
it also brought out in the adver- 
tisement the fact that the bank 
had paid “consecutive dividends 
to its depositors for 111 years” 
and asserted that it has been the 
bank's policy for this period of 
time to pay “its depositors the 
highest rate of interest consistent 
with absolute safety.” 


Six savings banks of Albany, 
N. Y., are doing their bit 


toward bringing back prosperity 
by a series of co-operative ad: 
vertisements encouraging wise 
spending, rather than saving. 
The campaign is being run in 
Albany newspapers and is signed 
“Six Savings Banks of Albany,” 
with the names of the banks 
listed below the signature. 

“Spend Some to ‘look your 
best’ is the headline of one of 
the advertisements, which reads 
as follows: 

“If it’s true that clothes ‘make 
the man,” it is equally true they 
add greatly to woman's allure. 
Many people can afford new 
clothes far better than they can 
afford not to have them. But 

. And there you are... 
‘But,’ you say, and call to mind 
all the reasons that stop you 
from getting the things you 
want and need. 

“Systematic saving and spend: 
ing . . . the budget idea. .- 
admits of no ‘buts.’ It may be 
your salvation. At the start 
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calls for a bit of will power. 
Then it becomes an easy, pleas- 
ant habit. 

“Instead of paying interest on 
time purchases, your money 
earns interest in a Savings Bank. 
You save for the things you 
need. When you have put aside 
enough money, you buy them 
for cash. They're ‘all yours’ 
from the moment of purchase. 
No more fretting over bills, no 
more instalments, no more sleep- 
less nights around the first of 
the month. 

“Budget your income! ‘Save 
Some’ in one of these Six Sav- 
ings Banks so you can ‘Spend 
Some’ more happily.” 

“There are about 75 per cent. 
or more of the population of 
Albany,” said one of the bank- 
ers who are co-operating on this 
campaign, “who still retain their 
positions and draw the same 
salary they have for the last sev- 
eral years. These people are 
becoming cautious about spend- 
ing They are hoarding their 
money. Wiser and more exten- 
sive spending, rather than hoard- 
ing, should be the order of the 
day.” 


SEVEN commercial banks and 
trust companies in Hudson 
County, New Jersey, have em- 
barked upon a similar co-opera- 
tive campaign with an_ initial 
full-page advertisement in local 
newspapers under the caption 
“Spend Your Money.” 

The caption is followed with 
the question, “Strange Advice 
from Bankers?” and then the 
answer, “Yes, for we usually 
talk thrift and advise you to 
save the money you work for, 
and so make money work for 
you. 

It goes on: “But there is a 
proper time for everything, and 
this is the time for you to keep 
your money in circulation and 
let it work for others as well as 
for yourself.” 

The next paragraph tells what 
to buy. “Buy,” it says, “what 
you want for the home, what 
vou need for yourself, what you 
usually get at Christmas time. 

your house needs a mechanic, 
call him in. 

“Do a little business your- 
elf,” the copy continues. “That 
help others to do: business. 


Your money that goes into the 
payroll, means new orders, keeps 
factory wheels turning.” 

The final paragraph reads, “If 
you have cash buying power use 
it now. Buy what you need, 
and can pay for.” 

Hudson County bankers say 
their savings accounts have 
grown appreciably within the 
last six months despite the busi- 
ness depression, and that this is 
an evidence that people are 
holding on to their money un- 
necessarily. 

The banks participating in 
the campaign are the New Jer- 
sey Title Guaranty & Trust Co., 
Commercial Trust Co. of New 
Jersey, Hudson County National 
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Bank, Trust Company of New 
Jersey, and First National Bank, 
all of Jersey City, and the First 
National Bank and the Hudson 
Trust Company, both of Hobo- 
ken. These banks have branch 
offices spread throughout Hud- 
son County. 


A THIRD banking group which 
has enlisted to aid in the “buy 
now” movement is the Marine 
Midland Group of eighteen New 
York State banks, which will 
embark upon a newspaper ad- 
vertising campaign to urge the 
public to buy what they need 
at this time, when prices in all 
commodities are at low levels. 
“Business recovery is being 


While it uses large space instead of the Tom Thumb 
advertisements described on the opposite page, this Phila- 
delphia trust company subscribes to the idea of repeti- 


tion. 


This bank’s advertising consistently emphasizes its 


long hours, and it too provides variety in its presentation. 
This example of this company's advertising is especially 
effective. 
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BANKING establishes 
its own “Tyrynk Line” 


a State-wide 
Banking 
Service 


2°? TEBE linking of the railroed 

lines into trunk systems helped 

make America. It reduced trans 

continental freight rates shortened 

time of trevel between distant cities. It gave 

wings to commerce. Banking now follows this 
proven principle. 

‘The sixteen Marine Midland Banks are now 
linked together into « state-wide* banking 
service. The men who run these banks know 
more than the uaa! financial facts about firms 
im their communities. They know the men 
whe count im most of these firms. 

Occasionally you would be glad to have 
your banker introduce you to men he knows, 


and with whom you would like to do business, 
As « customer of The Marine Midland Trust 


4 The Marine Mvdiand Croup dows wot claim 10 coves ai! of 
New York State The Croup iachaden 16 bambs with #¢ taking 
ares weve the 


Tee Marine Midland Trust Company 
of New York 


CAPITAL AND SURPLUS $20,000,000 
RESOURCES $100,000,000 
MEMBER OF THE MARINE MIDLAND GROUP OF BANKS 
MAIN OFFICE: 120 BROADWAY 


Chambers at West Broadway, ‘Williem ot Joba St. 


17 Battery Place 


12 Eom 45th Se Liberty at Went St. 


The advantages of group banking are being emphasized 
in a series of advertisements being published by this New 


York State banking group. 


The above is typical of the 


series, showing attention-getting headline and good layout 
and copy. 


retarded by the false economy 
of people whose incomes have 
not been affected by the depres- 
sion,” said George F. Rand, 
president of the Marine Midland 
Corporation. “Renewed buying 
by those who have the money 
available should stimulate busi- 
ness all along the industrial 
line.” 

Surveys are now being made 
by the Marine Midland banks 
throughout the State of New 
York to determine how today’s 
commodity prices compare with 
those a year ago, and.the findings 
will be relayed to the public in 
a series of advertisements. Com- 
modities will be grouped. under 
eight headings, including men’s, 
women’s and children’s clothing, 


food, furniture, building, re- 
modeling materials, household 
equipment and the automotive 
field. The commodity price sur- 
vey will cover medium grade 
materials, and where standard 
prices have been established. the 
survey findings will be given in 
terms of increased values now 
available at the standard prices. 


IN announcing its removal from 
Devonshire street to its new 
quarters at 111 Franklin street, 
Boston, the Second National 
Bank of that city used some un- 
usual display advertising in Bos- 
ton newspapers. A map show- 
ing the location of the new quar- 
ters, in the form of a plaque, 
carried the heading “New Quar- 


ters,” and beneath this was text 
dealing with the history of the 
bank. The text read as follows: 

“Within two years of a cen 
tury ago, the old Granite Bank 
was founded. In 1864 this bank 
became a national bank, chang- 
ing its name to the Second Na 
tional Bank of Boston. It then 
occupied the Granite Building at 
the corner of State street and 
Merchants Row. In 1869 it 
moved to the Sears Building, re- 
maining there until 1912, when 
it again moved to its recent loca- 
tion at 111 Devonshire street, 
For 98 years, this bank, un 
changed by consolidation since 
1903, has been identified with 
the financial development of 
Boston. Again, as with each 
location of the past, it finds its 
facilities insufficient to meet the 
increasing demands of an ever 
enlarging number of customers.” 


AN unusual ‘and interesting ex: 
hibit by the Tolman Print, Inc., 
of Cambridge, Mass., has been 
recently displayed at the East 
Cambridge office of the Central 
Trust Company of Cambridge. 
It consisted of various types of 
printing and showed the printing 
used in business many years ago 
in comparison with that used 
today. 

The company printed a cook 
book which the Harvard Square 
office of the trust company is 
offering to new savings account 
depositors. 


Tue Bank of Manhattan Trust 
Company of New York is giv 
ing a series of lectures on finance 
for women at the Junior League. 
More than 900 women attended 
a recent lecture of the series, 
at which W. Randolph Burgess, 
deputy governor of the Federal 
Reserve Bank of New York, 
spoke on “The Federal Reserve 
System.” At the close of each 
lecture an opportunity is given 
the audience to ask questions re’ 
garding the subject of the talk 
on that day. 


Tue Lawrence Trust Company, 
Lawrence, Mass., has begun pub: 
lication of an eight-page monthly 
newspaper which carries the cap’ 
tion, “Published by the cu 
tomers of the Lawrence Trust 
Company.” The paper contains 
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news items sent in by the bank's 
clientele, as well as longer ar- 
tides. It is distributed to the 
bank's patrons and the bank re- 
ports an immediate and rapidly 
increasing interest in the pub- 
lication. 


Tue Savings Banks Association 
of Massachusetts is making plans 
for an extensive newspaper, film 
and radio advertising campaign. 


Tue City Bank Farmers Trust 
Company of New York has 
capitalized the business depres- 
sion in an advertisement empha- 
sizing the fact that under pres- 
ent conditions a man has not 
sufficient time to devote both to 
his business and his investments. 
“In times like these,” it asks, 
“can men afford to divide their 
energy between two jobs?” 

“The man who is successfully 
meeting the demands of today’s 
business,” says the advertisement, 
“finds he has little time for any- 
thing else. That one job keeps 
him busy.” 

“His other job,” it continues, 
“the management of his personal 


investments, though it requires 
more care than ever, must get 


along somehow with less 
tention.” 

How this can be done is ex- 
plained as follows: 

“By creating a trust, such a 
man can now: 

“1. Place his funds for man- 
agement in the hands of men 
who have managed some of the 
country’s largest fortunes. 

“2. Establish a definite sched- 
ule of financial objectives—and 
enjoy the help of specialists in 
money management in achieving 
these objectives. 

“3. Set up a plan of invest- 
ment management —and_ have 
that plan carried out as condi- 
tions permit, without personal 
attention to details. 

“4, Establish an income within 
the earning power of his funds, 
and have all details of attaining 
and distributing that income 
cared for without personal 
supervision. 

“Even sums as low as $5000 
can now enjoy the benefits of 
trust service through the uniform 
trusts, which is but one of the 
many services this organization 
das to offer the man or woman 


at- 


who is interested in the sound 
management and conservation of 
his or her property.” 


A TRUST campaign directed to 
women was a recent experiment 
of the Mercantile - Commerce 
Bank and Trust Company of St. 
Louis, an experiment that was 
considered successful. 

In order to educate the home 
woman concerning trusts, the 
bank prepared a series of six 
trust talks, each of which was 
signed by a woman and written 
from a woman's viewpoint. In 
the series the bank took the at- 
titude that it was aiding the 
women by explaining to them 
its various kinds of trust service, 
so that they would be able to 
discuss them with their husbands 
if the occasion arose. It was 
nowhere suggested that the 
women might suggest to their 
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husbands that trusts be created. 

The folders used for the series 
contained lithographed pictures 
of various statesmen, with their 
wills printed on page 2. The 
trust copy was arranged on the 
third and fourth pages of the 
folder. The folders with their 
covers came in sets of twelve, so 
that the copy for each trust talk 
had to be printed on two dif- 
ferent folders, part of the women 
receiving one picture and part 
another, but all receiving the 
same text. 

In addition to the six folders, 
a Christmas letter, one of the 
bank's regular booklets on “The 
Will of a Mayflower Pilgrim” 
and a letter urging that the 
“house be set in order” before 
summer plans were completed, 
were sent out to the same list 
of women—nine mailings in all. 
On the same day of the month 


A message trom the Emigrant 
Industrial Savings Bank, marking the 
clphtieth aamicereary of lis feanding. 


A CITY RISES ...A PEOPLE PROSPERS 
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cab mabeere radeon mertee surplawen Sew Vert us the dmameial 
tanta of ewer citation Ie mevating Newens of tee! amd stems 
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en preele t neptreticn emt totem . 
ates ett oppeetaty tthe fate behage te the me ee pe 
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How a large amount of text can be gotten into an adver- 
tisement without giving the effect of crowding is displayed 


in this advertisement of the 


Emigrant Industrial Savings 


Bank, New York. This advertisement was run in metro- 
politan newspapers on the occasion of the institution's 
eightieth anniversary. 
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as the folders arrived to the 
women at their homes, their 
husbands received letters at their 
ofices from the trust depart- 
ment of the company. 

Of the 7500 pruspects to 
whom the literature was sent, 
forty new customers were gained, 
and 2000 more asked for addi- 
tional information and_ these 
leads are being developed. 


A seERIES of booklets on estate 
planning has recently been pre- 
pared and distributed by the 
State-Planters Bank and Trust 
Company, of Richmond, Va. 
The series consists of one mas- 
ter booklet, “The State-Planters 
Estate Planning System,” and 


TRUE STORIES OF BUSINESS 


BLUE 


SAVE 
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three smaller booklets, i. e., 
“A  Will—Why and What 
Kind?” “Overcoming Uncer- 
tainties,” and “Living!” 

The master booklet contains 
an explanation of what is meant 
by estate planning and brings 
out particularly the points that 
making a will and naming an 
executor, or establishing a life 
insurance trust, are not, in 
themselves, estate planning. It 
then shows that there are only 
three things, one of which can 
happen to any individual. First, 
he may live to a ripe old age; 
second, he may not live his 
allotted span of years; third, ac- 
cident, ill health, financial re- 
verses or some other uncertainty 


SUCCESSES IN NEW ENGLAND 


KNIVES 


CUTTING 


\ 


A33%% LOSS 


Through slmost « century, « certain cut- 
lery manufacturer forged steadily abead. 
Hus skilled labor supplied « ready market 
with black bandled dinner kaives 

bor years @ single whotesslcr bought ome 
therd of the factory's eutput. Suddenly this 
large customer died. His company's orders 
ceased. Thus the manufacturer faced the 
problem of either cutting his staff aod pro- 
duction by 333% or of finding «new market. 

As most of hid employees bad worked 
for bum all ther besimess lives, be hada’ 
the heart to lay them off. 

He decided 10 make a searching examine 
tio of the entire cutlery market. 

lovestigators visited housebold furnub- 
ing sections of the deparum cat stores, They 
analysed hardware stores and window die 
plays. They examined kitchen cabinets 
aod epsrtment housenuld needs. They 
studied the consumers’ mind. They learned 


THE 


TURNED IN 


all about the modera 
tea room and table dee- 


aheir report, “knives are 
one with the decorative and ornamenial 
scheme of modern living ” 

Instantly the black handled knives beceme 
Aaintily designed blue handled knives. 
this mew dreas they wot only found market 

that more than vsade up 
for the lost customer, 
but kept all the employ- 
ces on full-time jobs at 
ther regular wages. 
New markets are 
awaiting « sumber of 
other manufactarers. 
‘Some of them are doabt- 


NATIOWAL 


TO NEW PROFITS 


lenily in New England. As bankers, it te 
heyood oar Geld to search for these markets 
We have, however, made suggestions to 
several clients that have set them thinking 
and working along totally new lines. 


For both lorge and small concerns 


It is of course, impomible for us to fore 
cast what we can do for you. But if you 
fare pussling over a dificult New England 
busness problem we shall be glad to die 
cuss it with you. Why not write to our 
Merchandising Division outliving your 
diffculty? Perhaps Shawmut can help. 


Shawmut Bank 


40 WATER STREET - BOSTON 


A new type of display advertising has recently been 
instituted by a Boston bank for use in New England 


newspapers. 


This advertising, of which the above is an 


example, consists of stories of business success in New 


England. 


It is a decidedly unusual type of bank ad- 


vertising and is most effective in heading, layout and 
copy. 
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may befall him. These three 
are considered separately in the 
three smaller booklets. 

All of the booklets suggest 
personal interview with officers 
of the institution, with a view 
to learning the particulars of 
the bank's estate planning sys. 
tem. 

The three smaller booklets are 
identical in size and shape, but 
covers and designs vary, while 
the master booklet is larger in 
size and more elaborate in ap 
pearance. All are well designed 
and excellently written. 


IN commemoration of the fiftieth 
anniversary of its founding, the 
Brockton National Bank, Brock- 
ton, Mass., has issued an im 
pressive booklet showing 2 
number of old-time scenes in 
Brockton, photographs of the 
bank’s past and present build: 
ings, and ‘portraits of the staf 
and directors. The printing is 
in dark brown on cream colored 
coated paper, with tint blocks 
of a deeper cream. A reddish 
brown cover contains the title, 
“Banking Service for Half a 
Century.” 


NEWS 


BuUCHEN Company, Chicago ad: 
vertising agency, has been ap 
pointed to direct the advertising 
account of Nichols, Terry % 
Dickinson, Inc., investment se 
curities firm. 


THE Guardian Trust Company, 
Cleveland, has appointed the 
Powers-House Company, adver 
tising agency of that city, to 
direct its account. 


THE Shawmut Corporation 0! 
Boston has appointed the Boston 
office of Doremus & Company 
to handle its advertising in Bos 
ton, New York and Chicago. 


CarrOLt Racan has joined the 
staff of Graves, 3 
Campbell, New York advertising 
agency, as an account executive. 
He was at one time advertising 
manager of the United States 
Mortgage & Trust Company, 
New York. 


McCleish & 
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©- of the many interesting mUNION TRUSTa. 


vistas in the largest single 
banking room in the world— 


» ‘Resources over $300,000,000 
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On the left is a view 
of the old building 
of the First National 
Bank of Mt. Vernon, 
N. Y., before altera- 
tions were made. The 
building as it appears 
after remodeling is 
shown on the facing 
page. The board of 
directors’ room in the 
remodeled building is 
shown below. The al- 
terations were planned 
by Holmes & Wins- 
low, specialists in 
bank architecture, 
New York. 


H] 
ws 
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The building of the First National Bank of Mt. Vernon, after alterations were com- 


pleted. The frontage was increased from forty-eight to ninety-six feet and the first 
A new entrance was provided at the center 


Work was planned so that tenants and the bank ‘were able 
Holmes & Winslow of New 


York were architects for the work. 


two stories were veneered with stone. 


of the front elevation. 
to occupy the structure during the entire operation. 





What They Say 


ADVANCING BONDS 


“Corporation bonds of the kind that 
bankers buy, have in the past always 
advanced in price until business got back 
to normal. To me this means we prob- 
ably have a year of advancing bonds 
ahead of us.”—-Colonel Leonard P. 
Ayres, vice-president, Cleveland Trust 
Company, Cleveland. 


ONE BRIGHT SPOT 


“There is one bright spot in the securi- 
ties field today. This is the remarkable 
public demand for fixed trust securities, 
which have enjoyed an excellent business 
in the face of the declining prices for 
their underlying shares.” — Lawrence 
Stern & Company, Chicago. 


FAVORED 


“Real estate securities, as an invest- 
ment for individuals and insurance and 
trust companies, have always been in 
the favored class of the most conserva- 
tive type. They deserve the confidence 
of the investing public, because, gen- 
erally speaking, they are subject to fewer 
business relapses and represent a pre- 
ferred debt, secured in most instances 
by values considerably in excess of the 
debt. If there should be a default that 
would result in a foreclosure, the loss 
‘should be smaller than on defaulted se- 
curities of the usual industrial type.”— 
Wilfred G. Gehr, assistant treasurer and 
mortgage loan expert, Union Title Guar- 
antee Company, Inc., New Orleans. 


SLEEPLESS NIGHTS 


“Many reports of banks come to my 
desk that show an adequate secondary 


reserve . . . which has been wisely se- 
lected to meet the natural up-and-down 
trend of the average bank. The banker 
who ignores this trend always finds him- 
self with sleepless nights, wondering how 
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he is to meet the season’s demands or 
where to place the season’s surpluses 
safely and advantageously as to earn- 
ings.”—Will C. Wood, California state 
superintendent of banks, San Francisco. 


AROUND THE CORNER 


“It is my confident belief that Latin 
America is right now successfully, al- 
though slowly, turning the corner in a 
world-wide economic depression and 
consequent political unrest. I hold that 
the ensuing two decades of 1930-50 will 
witness, from Mexico and Cuba south to 
Argentina and Chile, the most remark- 
able economic, political and social prog- 
ress which the world has ever witnessed 
in a similar period outside of the United 
States."—John Barrett, Grafton, Vt. 


BANKERS—DOCTORS 


“The Canadian banks have done a 
great deal to help the people of Canada 
solve their problems during the last 
century and they are engaged now in 
doctoring sick enterprises, solving wheat 
troubles and giving the Canadians con- 
fidence so that they can take up and 
carry on the great work of developing 
their vast and valuable country.”—Case 
R. Howard, manager foreign depart- 
ment, New York agency, Canadian 
Bank of Commerce, Toronto. 


CONSUMER CREDIT 


“A favorable factor in consumer 
credit in the United States is the margin 
between earnings and the cost of living. 
In the United States subsistence requires 
only 30 per cent. of the average income, 
allowing a margin of 70 per cent. for 
housing and for the purchase of mate- 
rial and creature comforts, and for 
cultural advancement. In Europe from 
60 to 70 per cent. is required for sub 
sistence, that is, for food and clothes, 
leaving but 30 per cent. or 40 per cent. 
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for utilization otherwise. In Asia, 80 
per cent. to.90 per cent. of the average 
annual earnings is required for sub- 
sistence, leaving a small margin indeed 
for the procuring of those products of 
the inventor’s brain and the mechanic’s 
art which mean so much to us in 
America. This affords an explanation 
of why consumer credit has not made 
greater strides in Europe and why it is 
all but absent in the Orient.”"—Rome C. 
Stephenson, president American Bankers 
Association, 


DAY OF TEMPTATION 


“For the discriminating investor who 
knows how to study the security lying 
behind bonds and mortgages, or the 
ordinary investor who will go to his 
banker and get the benefit of the banker’s 
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advice regarding individual bonds and 
individual mortgages, today is bargain 
day. For the banker, on the other hand, 
today is a day of temptation. His great 
business is to keep his resources liquid, 
not only that he may be able to meet 
his depositors’ claims on demand, but 
also that he may have a reserve of lend- 
ing power when business revives, when 
he must supply pocket cash for the 
people out of his reserves and when he 
must increase his loans to business cus- 
tomers. The banker in agricultural 
regions must, of course, in good times 
and in bad, meet the seasonal needs of 
his farmer customers and must keep his 
idle funds, at the period when borrow- 
ing is low, free, so that he can surely 
meet the borrowing needs at the peak 
season.” —Benjamin M. Anderson, Jr., 
economist, Chase National Bank, New 
York. 


Coming Bankers’ Conventions 


AMERICAN BANKERS ASSOCIATION, Atlan- 
tic City, September 28-30, 1931. Executive 
manager, Fred N. Shepherd, 110 East 42nd 
street, New York City. 


AMERICAN BANKERS ASSOCIATION EXxECU- 
tive CounciL, Augusta, Ga., April 13-16, 
1931. Headquarters, Bon Air-Vanderbilt 
Hotel. Executive manager, Fred N. Shep- 
herd, 110 East 42nd street, New York City. 


AMERICAN INSTITUTE OF BANKING, Pitts- 
burgh, June 8-12, 1931. Secretary, Richard 
W. Hill, 110 East 42nd street, New York 
City. 


FINANCIAL ADVERTISERS ASSOCIATION, 
Boston, September, 1931. Executive secre- 
tary, Preston E. Reed, 231 South La Salle 
street, Chicago. 


FourTH SOUTHERN TrusT CONFERENCE, 
Charleston, S. C., spring of 1931. Under 
the auspices of the Trust Company Division, 
American Bankers Association. 


ILLINOIS BANKERS ASSOCIATION, Chicago, 
June 22-24, 1931. Secretary, M. A. Graet- 
tinger, 208 South La Salle street, Chicago. 


INDIANA BANKERS ASSOCIATION, Indian- 
apolis, June 10-11, 1931. Mid-winter 
meeting, January 28. Secretary, Forba 
McDaniel, 310 Odd Fellows Building, In- 
di inapolis. 


IowA BANKERS ASSOCIATION, Waterloo, 
June 22-24, 1931. Secretary, Frank War- 
ner, 430 Liberty Building, Des Moines. 

Mip-WINTER TrRuUsT CONFERENCE, New 
York City, February 17-19, 1931. Head- 
quarters, Hotel Commodore. Under the 
auspices of the Trust Company Division, 
American Bankers Association. 

NATIONAL ASSOCIATION OF MUTUAL Sav- 
tncs Banks, Washington, D. C., May 20-22. 
Headquarters, Mayflower Hotel. Secretary, 
John W. Sandstedt, 347 Madison avenue, 
New York City. 

NATIONAL SaFe Deposir CONVENTION, 
Chicago, spring of 1931. 

Savincs BANK ASSOCIATION OF Massa- 
CHUSETTS, Lenox, Mass., September 24-26, 
1931. Headquarters, Hotel Aspinwall. Ex- 
ecutive secretary, Dana Sylvester. 


SoutH Dakota BANKERS ASSOCIATION, 
Huron, June 24-26, 1931. Secretary, Geo. 
A. Starring, City Hall Building, Huron. 

Texas BANKERS ASSOCIATION, San An- 
gelo, May 12-14, 1931. Secretary, W. A. 
Philpott, Jr., Dallas. 

U. S. Burtpinc AND Loan LeaGue, Phila- 
delphia, 1931. Executive manager, H. Mor- 
ton Bodfish, 59 East Van Buren street, 
Chicago. 

West VirciniA BANKERS ASSOCIATION, 
Morgantown, 1931. Secretary, J. S. Hill, 
Charleston. 





City Bank Employe Wins Year’s 
Study at Princeton 


YEAR’S study at Princeton Uni- 
Av with all costs paid by the 
National City Foundation, is 

the reward given to Ernest W. Redeke 
for consistently diligent and good work 
at the National City Bank of New 
York. Mr. Redeke has been selected 
for special educational and training ad- 
vantages under the auspices of the 


ERNEST W. REDEKE 


Foundation, which was organized a few 
years ago for just such a purpose. 

Mr. Redeke has been given a year’s 
leave of absence from the note tellers’ 
department at the bank's head office to 
devote himself to special studies, which 
include history, survey of English litera- 
ture and money and banking. He is 
living in Pyne Hall, on the Princeton 
campus, in order that he may obtain 
the full benefits of college life and 
student association. 

The young man is the son of an 
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American soldier and was born in the 
Philippine Islands in 1905. His educa- 
tion was acquired in various parts of 
the country, as his father was shifted 
from place to place. After his father 
died in New York in 1915, Ernest 
Redeke was able to continue his school- 
ing by doing odd jobs after school 
hours, but in 1921, when he had com- 
pleted two years of high school, it was 
necessary for him to get a full-time job. 
So one morning he set out from Staten 
Island, clad in his Sunday suit, carry- 
ing a newspaper in which his mother 
had marked what she considered likely 
advertisements. As he sat on the ferry, 
the thought came to him that if he 
could get a job in a bank, that would 
be better than anything which his 
mother had checked off in the paper, so 
from the boat he walked directly to 
the head office of the National City 
Bank, where he was given a job. 

He went to work on June 22, 1921, 
as a platform boy and a year later was 
a page with the general administration 
department. In September, 1922, he 
was assigned to the messenger depart- 
ment and in 1925 was advanced to a 
clerkship in the receiving tellers’ depart- 
ment. Two years later he was: again 
promoted, this time to the note tellers’ 
department, where he ‘has been since. 

His leaving school and _ beginning 
work at the National City bank did not 
mean the end of the young man’s edu- 
cation, for he studied in the City Bank 
Institute for Boys, where he distin- 
guished himself by winning a bronze 
medal and a silver medal in English. 

In the case of Mr. Redeke, as with 
the others who have been selected by 
the Foundation, no intimation was 
made that he was being considered, 
and he was completely surprised by the 
announcement of himself as the Founda- 
tion’s choice for special advantages un- 
der its auspices. 





Established 1837 


ADRIAN H. MULLER & SON 


19 LIBERTY STREET, NEW YORK 


(Adjoining Federal Reserve Bank) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


Four New York Banks in Billion 
Dollar Merger 


OUR New York City banks will J. Herbert Case, chairman of the Fed- 
P ners to form a billion-dollar insti- eral Reserve Bank of New York, is to 
tution, the fourth in size in the city, become the executive head of the bank, 
as a result of negotiations between the 
Manufacturers Trust Company, Public 
National Bank and Trust Company, 
Bank of United States and International 


Trust Company. 


E. CHEsTER GERSTEN 
President of the Public National Bank 
and Trust Company of New York, 
who will become president of the 

merged banks. 


Crs but under what title has not yet been 
J. H. Case ; ‘ 

vials decided. E. Chester Gersten, president 
Chairman of the Federal Reserve Bank £ the Public Nati Lj : 

f Mew Vouk. ais oak be ehaet of the Public National, is to be president 

executive of the new bank. of the new bank, according to report, and 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 
ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


Nathan S. Jonas and Henry C. Von 
Elm, chairman of the board and presi- 
dent, respectively, of the Manufacturers 
Trust Company, are to assume important 
positions in the new bank. 

Four of the city’s leading bankers are 
to assume places on the new board of 
directors and the new bank is to become 
a member of the New York Clearing 
House Association. The bankers who 
are to become directors are: Mortimer 
N. Buckner, chairman of the board of 
the New York Trust Company and 
chairman of the Clearing House Com- 
mittee; Walter E. Frew, chairman of the 
board of the Corn Exchange Bank Trust 
Company; George W. Davison, presi- 
dent of the Central Hanover Bank and 
Trust Company; and Park A. Rowley, 
vice-chairman of the board of the Bank 
of Manhattan Trust Company. 

The name of the new institution has 
not yet been decided upon, and, as 
numerous other questions remain to be 
settled, it is not expected that the merger 
will go into effect until after the first of 
the year. Headquarters will be at 55 
Broad street, the present main office of 
Manufacturers Trust Company. 

On the basis of their latest state- 
ments the four banks in the merger 
had combined resources of $993,737,372, 
combined deposits of $716,961,351, com- 
bined capital of $64,200,000 and com- 
bined surplus and undivided profits of 
about $98,500,000. Total capital re- 
sources of the four banks amount on 
the present basis to $162,766,067. It is 
understood that in the interests of ex- 
treme conservatism, which is expected 
to mark the policy of the new bank’s 
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New York City 


administration, this amount will be 
written down to a smaller figure. 

The following table shows the deposits 
and total resources which each of the 
four banks will contribute to the merger: 


Bank Deposits Resources 
Manufacturers 

Public National 
ee, eer 
International Trust ... 


202,972,469 
13,450,103 





Combined total $716,961,351 $993,737,372 


These institutions have carried on an 
extensive branch banking business and 
together have a total of 141 banking 
offices, catering to more than 1,000,000 
depositors. 


MESSENGERS GROOMED FOR 
LEADERS AT CLEVE- 
LAND TRUST 


MESSENGER boys at the Cleveland Trust 
Company, Cleveland, Ohio, are being 
groomed for bigger and better positions in 
a series of discussional meetings being spon- 
sored by the personnel department. of the 
bank. In these meetings, each of which is 
addressed by a member of the bank staff, 
the relation of the various departments to 
the bank as a whole is explained. 

The meetings began last month with a 
greeting by Harris Creech, president of the 
trust company, and will continue twice a 
week until January 20. The first periods, 
cach of thirty minutes, are being given over 
to a study of the history of the bank, its 
personnel, and the value of outside study 
in developing an appreciation of the cultural 
things. Later each of the bank’s depart- 
ments will be the subject of a lesson. 

Following each talk there is a_ fifteen 
minute discussion.on the talk of the pre’ 
vious week. A final assignment will be the 
preparation of a paper on the_ historical 
background of the entire field of banking. 

The purpose of the series is to develop 
the boys’ interest on the jobs ahead. 
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WILLIAM J. WASON, JRB., Vice-President 
HOWARD D. JOOST, Vice-President 
J. NORMAN CARPENTER, Vice-President 


ACCOUNTS INVITED 
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2 


all 


2 


INTEREST ALLOWED ON 


ATOM 


Kings County Trust Company 
City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $6,000,000 Undivided Profits $410,000 


JULIAN P. FAIRCHILD, President 


ALBERT I. TABOR, Secretary 
ALFRED W- ABRAMS, Assistant Secretary 
EUGENE L. VAN WART, Assistant Secretary 


ALBERT E. ECKERSON Auditor 


DEPOSITS 


ILL 


A Budget Experience 


published by the Cedar Rapids 

Savings Bank and Trust Company, 
Cedar Rapids, Iowa, recounts in a re- 
cent issue the following human-interest 
story in connection with one of its 
budget booklets: 

It was nearly closing time in the 
bank when an attractive young girl, 
bashfully attended by an athletic young 
man, walked up to one of our officers. 

“We want to talk to someone about 
budgets,” explained the ‘girl, taking 
command of the situation with a natural 
confidence. “We were told that you 
have a budget book for distribution.” 

The officer looked from the girl to 
the young man, surveying them closely 
with narrowed eyes. He could not de- 
cide in his mind whether this couple 
were newly wed and wanted to get 
their money matters on a sound basis, 
or whether they had already steered 
the marriage ship on the rocks and 
had come in for help. 

“Yes, we do have a budget for dis- 
tribution; it is called ‘The Business of 
Running a Home.” We give this book 
to anyone who will use it to budget 
income, as we are always glad to help 
people with-their finances. Many of 
our friends have used this budget, year 
after year, for the past two, three and 
four years.” 

The young man ventured a question: 
‘There is one thing we want you to 
tell us. Alice and I both work and we 


Text Cedar Rapids Savings Letter, 


each have on income. 
two budgets?” 

The officer opened a copy of the 
budget book on the counter and pro- 
ceeded to explain how to start a bud- 
get, how to keep it going and what it 
should accomplish. 

“That all sounds interesting and busi- 
nesslike,” commented the young man. 
“Is it really as easy as you say to 
budget your income?” 

“It is not at all difficult,” replied the 
officer. “The hardest part is to stick to 
your budget, but once you are started 
off on the right foot, you will find 
budgeting grows easier as you go along, 
especially when you see actual results. 
Some people think a budget is merely 
keeping a record of expenses. Such a 
record shows you only where your 
money went. When you budget your 
income, you decide where your dollars 
will go BEFORE they are spent—you 
apportion your income to different 
classes of expenditures: so much for 
permanent saving first, then so much 
for clothing, so much for this and so 
much for that. On the first of each 
month you know just where you will 
stand on the last day of the month, 
providing you stick to the budget.” 

“If a young couple came to you,” 
suggested the girl, “and asked you to 
tell them how much income they should 
have to get married on and live com- 
fortably, what would you say?” 

“Any one,” replied the officer, “who 
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The South Carolina 


National Bank 
Charleston, S. C. 
Greenville,S.C. - Columbia, S. C. 


Consolidation of 
Bank of Charleston, N. B. A. 
Charleston, 8. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8. C. Columbia, 8. C. 


Capital $ 1,500,000.00 
Surplus 1,200,000.00 
Resources 30,000,000.00 


attempted to give a definite answer 
would likely get into trouble. There 
are newly wed couples living here in 
the city in comfort today on less than 
two thousand dollars a year, and sav- 
ing something for the future. Across 
the street or down the block, perhaps, 
from these happily married people are 
other families with larger incomes who 
do not save anything and who can 
hardly manage to meet current ex- 
penses.” 


Both the girl and her companion 
were deeply concerned about this situa- 


tion. Maybe their hopes and ambitions 
would never be realized. Then, the 
girl explained further: 

“You see, Bill and I have been en- 
gaged since last spring. We want to 
get married next June. Of course, we 
want to make a go of married life 
financially.” 

The officer turned to the young man. 
“IT want to ask you one question frankly: 
What wages do you make?” 

“$40 a week,” replied the young man. 

Turning to the girl, the officer said: 
“How would your future husband 
share his income with you?” 

“Why, I don’t know. 
talked about that point.” | 

“There are three ways, at least, for 
a husband to share his income with his 
wife,” explained the officer. “A man 
can give his wife money when she asks 
for it, or he may give her a regular 
allowance. ‘There is another way that 
is much more satisfactory. It is the 
family budget. Then the wife is a real 


We never 


partner in the business of running a 
home; she has her share of the respon- 
sibility and her ‘say’ in managing the 
home. Young man,” continued the 
officer, “I think your future wife is a 
sensible girl with business ability; make 
her a partner in the business of run- 
ning your future home. She'll help you 
get somewhere, or know the reason 
why.” 

The young man stepped aside and 
motioned to the girl to come over to 
him. In a low tone, he spoke a few 
words to her. She answered with a 
nod of the head. Then both returned 
to the officer. 

“May we take one of the budget 
books now?” asked the young man. 
“We are not going to wait until next 
June. The partnership will be officially 
solemnized next month, so we can start 
our budget the first of the year.” 


WILLARD HOWE DIES 


Wittarp D. Howe, assistant secretary of the 
Irving Trust Company of New York, died 
at his home in Pleasantville, N. Y., last 
month. He would have been 54 years old 
on Christmas day. Mr. Howe was graduated 
from Yale in 1901 and after a number of 
years in business and professional activities. 
became associated with the Irving National 
Bank (later the Irving Trust Company). He 
was elected assistant secretary in 1926. 


NEW OFFICER FOR AMERICAN 
EXPRESS BANK 


C. LeLranp Getz, formerly associated with 
the National City Bank and the Clinton 
Trust Company of New York, has been ap- 
pointed assistant secretary of the American 
Express Bank and Trust Company, New 
York. 


FOREMAN-STATE COMPANY 
IN SAN FRANCISCO 


THE Foreman-State Corporation, investment 
affiliate of the Foreman-State National Bank 
of Chicago, last month opened an office in 
San Francisco with John W. Ogden, vice- 
president, in charge. A New York office 
was opened last January. 

“In continuing the expansion of our or 
ganization,” said Gerhard Foreman, president, 
“it is logical that we should turn to the West 
The tremendous financial and industrial de- 
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velopment of the western territory necessi- 
tates representation of houses, like ours, en- 
gaged in the underwriting and distribution 
of securities on a national scale.” 

The Foreman-State National Bank entered 
the field of investment banking through its 
affiliate last year and in the first nine months 
of 1930 the corporation participated in. the 
underwriting of more than $250,000,000 of 


securities. 


TRUST COMPANIES MERGED 


THe merger of the American Trust Com- 
pany with the Bank of Manhattan Trust 
Company of New York, plans for which had 
been announced in THE BANKERS MAGAZINE 
previously, went into effect iast month, giving 
the latter institution ten new branches, or a 
total of seventy-nine in the city. 


JOINS RACKLIFF & CO. 


WiLLiAM B. Weston, for seventeen years 
associated with Harris, Forbes & Co., New 
York, has become vice-president of Rackliff 
@ Co., New York. He is an authority on 
investment trusts. 


WiLtiaM B. WESTON 


Vice-president of Rackliff & Co., 
New York. 

Mr. Weston is a graduate of. Yale and 
-san his business career with Lamprecht 
&@ Co., of Cleveland. Later he was 
ciated with the American Bank Note 
pany and Fisk & Robinson of New York 
Boston. He joined Harris, Forbes in 


**PETCO’’ 


Peterson International Code 
3rd Edition 


PRIVATE CODES 
Compiled and Printed 
in our own plant 


Peterson Cipher Code 
Corporation 
236-238 Water St. 
New York, N. Y., U.S. A. 


1912 and remained with that firm until 1928, 
when he resigned to become vice-president 
of the American Alliance Management Com- 
pany. He remained as an executive with 
this company until its dissolution in Septem- 
ber, 1930. 


MANHATTAN PROMOTIONS 


THE following have been promoted from 
assistant vice-presidents to vice-presidents at 
the Bank of Manhattan Trust Company, New 
York: William §S. Milan, Ellis Weston, 
Oscar A. Krieger and Rockwell Kent. 


LEAVELL NAMED PRESIDENT 
CONTINENTAL ILLINOIS 


James R. LEAVELL, assistant to Arthur Rey- 


nolds, chairman of the board of the Conti- 
nental Illinois Bank and Trust Company, 
Chicago, has been named president of the 
company to succeed Eugene M. Stevens, who 
resigned to become chairman of the board 
of the Chicago Federal Reserve Bank. 

Mr. Leavell went to Chicago in 1920 as 
vice-president of the Continental and Com- 
mercial National Bank. In 1928 he was 
elected executive vice-president of the Conti- 
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nental National Company and continued to 
hold the same office in the Continental 
Illinois Company, the investment securities 
affiliate organized at the time of the con- 
solidation of the Continental National and 
the Illinois Merchants Trust Company. When 
elected assistant to the chairman of the bank, 


© UNDERWOOD & UNDERWOOD 

JaMes R. LEAVELL 
New president Continental Illinois 
Bank and Trust Company, Chicago. 


he was also made assistant to the chairman 
of the company. 

Mr. Leavell was born in Montgomery City, 
Mo., October 12, 1884. While attending 
school he worked in his father’s bank in 
Fulton, Mo., and on the completion of his 
college course, got a job as a clerk in the 
Mechanics American National Bank of St. 
Louis. He became an assistant cashier of 
this bank and later a vice-president of the 
First National Bank in St. Louis, the position 
he resigned to go to Chicago. Mr. Leavell 
early gained recognition among bankers in 
the Southwest and is widely known among 
business men and bankers in Chicago, New 
York and on the West Coast. For a num- 
ber of years he has been active in the 
American Bankers Association, serving on 
various committees of that organization. 


JOINS STERLING NATIONAL 


Francis X. McKerone, formerly national 
bank examiner in the New York district, has 
joined the staff of the Sterling National Bank 
and Trust Company, New York, as assistant 
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vice-president in charge of credits. Mr. Mce- 
Keone has had fifteen years’ banking expe- 
rience. 


JOHN HANCOCK STATEMENT 


For the nine-month period ended September 
30, 1930, the John Hancock Mutual Life 
Insurance Company of Boston invested and 
re-invested just short of forty-five million 
dollars, the actual figures being $44,968,694. 
Of this, $26,365,542 was mortgage loans 
largely on single and apartment dwelling 
houses, yielding an average rate of 5.77 per 
cent. 


RICHMOND BANK MERGER 


THE American Bank and Trust Company, of 
Richmond, Va., has taken over the West 
End Bank of that city and is operating its 
two offices as branches of the American Bank 
and Trust. This gives the American Bank 
seven branches in the city, a total of eight 
offices. 

Resources of the West End Bank, totaling 
$1,885,780 as of September 24, have been 
added to those of the American Bank, which 
amounted to $24,224,999 as of the same 
date. The personnel of the two banks re- 
mains unchanged, officers of the West End 
Bank becoming officers of the American Bank 
and Trust Company. Oliver J. Sands re- 
mains as president of the American bank. 


CENTRAL HANOVER ELECTIONS 


HeNDON Cuuss, of the firm of Chubb @ 
Son, marine underwriters, has been elected a 
trustee and John K. Olyphant a vice-presi- 
dent of the Central Hanover Bank and Trust 
Company, New York. 

Mr. Chubb is president and director of 
the Federal Insurance Company and the U. S. 
Guarantee Company and a director of the 
General Trading Company, Manhattan Fire 
and Marine Insurance Company, Prudential 
Insurance Company of America, St. Joseph 
Lead Company, South Porto Rico Sugar 
Company and the U. S. Salvage Association. 

Mr. Olyphant for the last ten years has 
been with the Guaranty Trust Company of 
New York. 


NEW RESERVE BUILDING IN 
PITTSBURGH 


Tue Pittsburgh branch of the Federal Re 
serve Bank of Cleveland has awarded con: 
tracts for the construction of an_ entirely 
new building several blocks away from its 
present quarters. Work has already begun 
and is giving employment to a large num 
ber of workers. 

A large vault will be provided with two 
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doors, a main entrance and a_ circular 
emergency entrance, both thirty inches thick. 
Inside the concrete walls of the vault will 
be a steel lining. Equipment will include 
several large sections of steel chests and 
lockers for the storing of securities, etc. The 
contract to build and install this vault equip- 
ment was awarded to the York Safe and 
Lock Company, York, Pa., which also built 
and installed the vault equipment for the 
main ofice in Cleveland and the other branch 
in Cincinnati. , 


ST. LOUIS BANK MOVES INTO 
NEW HOME 


THE Mississippi Valley Trust Company of 
St. Louis has moved into its new quarters 
in the building on Olive street and Broad- 
way which was occupied by the Liberty Cen- 
tral Trust Company before it was merged 
with the First National Bank in St. Louis. 
The first four floors of the building have 
been remodeled, expanded and equipped into 
a complete and modern banking institution. 

An additional floor was added to the three- 
story annex on the south side of the building 
and a four-story addition was added, giving 
the bank 75,000 square feet of floor space 
as contrasted with 50,000 at its former of- 
fice. The exterior has been cleaned and the 
name of the building changed from the Lib- 


erty Central Trust Building to the Mississippi 


Valley Trust Building. An aggregate of 
$500,000 has been spent in these alterations 
and in refurnishing the building throughout. 

The main banking room, commercial and 
savings departments and sénior executives’ 
quarters are located on the ground floor, 
with a modern safe deposit department in 
the besement. In connection with the safe 
deposit department, a tellers’ cage is located 
in the basement so that deposits may be re- 
ceived there from persons having occasion 
to clip coupons, rather than having the cus- 
tomers return to the main floor to deposit 
them. 

The second floor is occupied by the trust 
department of the bank and the Mississippi 
Valley Company, investment subsidiary of 
the bank. On the third floor is the suite of 
the board of directors, real estate department, 
and the credit, nublicity and printing depart- 
ments. On the fourth floor of the annex is 
the central accounting department. The 
suite of the board of directors and several 
other departments have been equipped with 
ceilings of Johns-Manville acoustical material 
to reduce noise. 

rhe Mississippi Valley Trust Company is 
the third largest bank in St. Louis. Edward 
B. Pryor is chairman of its board of direc- 
tors; A. L. Shapleigh, chairman of the ex- 
ecutive committee; and J. Sheppard Smith, 
president. 


—in another room this 
Christmas 


HAT gift could be more ac- 

ceptable ... more useful than 
a Telechron Electric Timekeeper? 
Silently and accurately they record 
the passing of seconds, minutes, 
hours. Simply plug them into an 
electric outlet . . . the electric cur- 
rent keeps them correct! No 
winding, oiling, regulating or 
cleaning to do. From $9.75 up. 
Models for every room in the home 
or office. 


The ELECTRIC CLOCK 
| 


SHAWMUT TRUST DEPART- 
MENT MOVES 


THE trust department of the National Shaw- 
mut Bank of Boston has moved into the 
second floor of the Monks Building, an ex- 
pansion made necessary: by its constantly 
growing business. From approximately $10,- 
000,000 in agencies and trusts five years 
ago, the department has grown until it 
handles $187,000,000 of this class of 
business. 


BROADWAY PLAZA ELECTION 


S. SaRGEANT VOLCK has been elected presi- 
dent of the Broadway and Plaza Trust Com- 
pany of New York, the institution resulting 
from the merger of the Broadway National 
Bank and Trust Company, the Plaza Trust 
Company and the Park Row Trust Com- 
pany. M. H. Cahill, formerly president of 
the two latter banks, was named  vice- 
president and chairman of the executive com- 
mittee; Leonard E. Rothstein, John S. Everts, 
Willard H. Pearsall and Thor G. Lindstrom, 
vice-presidents; George [. Parton, secretary; 
Harold A. Camp, trust officer; W. C. Bar- 
ber, N. Russell Cronquist, E. L. Andersen 
and J. J. Maguire, assistant secretaries. 
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Mr. Volck was president of the Broadway 
National Bank and Trust Company before 
the merger. He is also vice-president and a 
director of the Caleb Heathcote Trust Com- 
pany of Scarsdale, N. Y., and a director of 
the American Rediscount Corporation and of 
the Credit Corporation of America. 

Statement of condition of the bank as of 
November 12 showed capital of $1,350,000, 
surplus and undivided profits of $2,003,725, 
deposits of $9,581,827 and resources of $13,- 
172,806. 

Directors of the 
follows: 

Louis Annin Ames, president, Annin @ 
Co.; M. H. Cahill, vice-president and chair- 
man of executive committee; Charles Cohen, 
treasurer, Lamport Manufacturing Supply 
Co., Inc.; Jas. F. Collins, Prentice, Collins @ 


new institution are as 


S. SARGENT VOLCK 


President Broadway and Plaza Trust 
Company, New York 


Dwight, attorneys; Thomas R. Crowell, oil 
and gas properties; E. S. Cruttenden, secre- 
tary, M. C. D. Borden & Sons, Inc.; Myer 
Davidow, financier; Clifford B. Ewart, capi- 
talist; George H. Eypper, vice-president, 
Deering, Milliken & Co., Inc.; A. M. Frum- 
berg, counsel; Frederick E. Grant, Fitch @ 
Grant, attorneys; William H. Johns, presi- 
dent, Batten, Barton, Durstine & Osborne, 
Inc., director, Brooklyn-Manhattan Transit 
Corp.; Frederick T. Kelsey, Lewis, Garvin 
@ Kelsey, attorneys, director, New York 
Title & Mortgage Co.; George P. Kennedy, 
Whitehouse &@ Co.; Samuel C. Lamport, 


president, Lamport Manufacturing Supply 
Co., Inc.; Hon. Jeremiah T. Mahoney, Piail- 
lips, Mahoney, Leibell and Fielding; Lee W. 
Maxwell, president, Crowell Publishing Co.; 
George Miller, president, I. Miller & Sons, 
Inc.; Hon. Robert Moses, chairman, New 
York State Council of Parks; Winston Paul, 
president, Domestic Electric Co., Inc.; 


T. Markoe Robertson, Sloan & Robertson; 


MICHAEL H. CAHILL 


Vice-president and chairman of the 
executive committee of the Broadway 
and Plaza Trust Company, New York 


, Leonard L. Rothstein, vice-president; Alger- 


non §. Schafer, Schafer Brothers; Frank J. 
Stoltz, president, Central New York Utilities 
Corp.; Herbert Turrell, investments; S. Sar- 
geant Volck, president; A. J. Walter, Arthur 
S. Kleeman & Co., Inc.; Lazarus White, 
president, Spencer, White & Prentis, Inc., 
director, Franklin Surety Co.; Francis L. 
Wurzburg, vice-president and managing di- 
rector, Conde Nast Publications, Inc.; and 
Howard L. Wynegar, president, Commercial 
Credit Corp 


PHILIP L. RAY TO HEAD 
TRUST COMPANY 


Pup L. Ray, formerly associated with 
J. & W. Seligman & Co. of New York, has 
been elected president of the trust company 
affiliate of the First National Bank of St. 
Paul, which is to be created by the consoli- 
dation of the Merchants Trust Company and 
the Northwestern Trust Company. 





Building of Ernesto Tornquist & Co., Ltda., Buenos Aires. 


Ernesto Tornquist & Co., Ltda. 


A Short History of This Well-Known South American Firm, 
Which This Year Has Completed Its Hundredth 


Year of Existence 


Te name of Tornquist can be 


traced back in Argentine trade 

annals to the arrival in Buenos 
Aires in the year 1823 of George Peter 
Emest Tornquist, born in Baltimore 
(U. S. A.), who established himself as: 
an importer on a large scale, with at 
branch at Montevideo. 

The present house of Ernesto Torn- 
quist & Co., Ltda., is not, however, 
that founded by George Peter Ernest 
Tornquist but owes its origin to the 
frm of Bunge, Hiitz and Co., after- 
wards Bunge, Bornefeld & Co., estab- 
lished with Belgian capital in the year 
1830, when Mr. Bunge ‘extended his 
tange of operations to Buenos Aires, in 


combination with his business in Rio 
de Janeiro and New York. 

The entrance into this firm of Mr. 
Bunge’s nephew, young Adam Alltgelt, 
gave fresh impetus to the business and 
in 1850 it was reconstituted under the 
name of Altgelt, Ferber & Co. This 
firm played an important part in 
Argentine commerce, retaining close 
relations with different European coun- 
tries. 


Ernesto Tornquist, son of G. P. E. 
Tornquist and Adam Altgelt’s brother- 
in-law, was born on December 31, 
1841, entering the above firm at the 
age of 16. His progress was rapid due 
to his outstanding ability and when his 
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brother-in-law retired from business in 
1866, he was appointed manager of 
the firm, which changed its name to 
Ferber, Hthn & Co., and had an 
initial capital of 500,000 francs. 

’ Don Ernesto became more and more 
the leading spirit of the business and 
in the year 1874 he reconstructed the 
firm under the name of Ernesto Torn- 
quist & Co., with a capital of 1,500,- 
000 francs. His energy and foresight 
influenced greatly the growth of the 
house, which developed into a power- 
ful factor in local commerce and en- 
joyed great prestige in Europe. He 
succeeded in keeping in close touch 
with English, German and Belgian 
financial circles, continually enlarging 
the firm’s field of operations and build- 
ing up, among others, a large export 
business. 

He had an unshakeable faith in the 
future of the Argentine, believing that 
the key to national prosperity lay in 
the founding and financing of impor- 
tant industrial enterprises and in the 
furtherance of agriculture. 


That the growth of the firm was 
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rapid will be readily observed from 
the fact that the capital was increased 
in 1879 to 3,000,000 francs, to 8,000, 
000 francs in 1884 and later in 1889 
to 12,000,000 francs. 

The banking and financial side of the 
business soon acquired such volume 
that Don Ernesto resolved to separate 
the import and export business from 
the main activities of the firm, and to 
this end he formed special companies, 
which, however, remained under his 
control. 

From this time on, the firm of Torn 
quist gave itself over entirely to finan- 
cial, banking and industrial affairs, 
which latter always had in Don Ernesto 
a whole-hearted supporter. The frozen 
meat industry, in which connection we 
may mention the “Compafiia Sansinena 
de Carnes Congeladas,” owes its splen- 
did development in great part to him. 
The same may be said of the iron and 
steel industry, whose progress has 
been constant, so much so that the 
metalurgic companies now allied to 
the firm constitute the most important 
group in South America, the “Talleres 


Board room. 
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Metalurgicos San Martin” deserving 
special mention. The development of 
the sugar industry to what it represents 
today can also be traced in great part 
to him. Special companies were formed 
for the operation of the fishing, whal- 
ing and hotel industries, the manufac- 
ture of tobacco, textiles, chemical 
products, soap, furniture, quebracho 
extract and other lines. His extraor- 
dinary activity did not confine itself 
however, to the development of in- 
dustry; agriculture and cattle-breeding 
also received his whole-hearted sup- 
port; numerous colonies sprang up in 
the South of the Province of Buenos 
Aires, as well as in various Northern 
and Central Provinces. Through the 
medium of subsidiary enterprises, the 
firm interested itself in insurance busi- 
ness and railroad and public works con- 
struction. 

In 1906, the firm was converted into 


— 
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a limited liability company with a 
capital of 7,500,000 gold pesos, of 
which 4,500,000 gold pesos was in 
ordinary shares and 3,000,000 gold 
pesos in preferred shares: in 1919, the 
ordinary share capital was increased 
to 9,000,000 gold pesos. The capital, 
reserves and undistributed profits now 
amount to 20,000,000 gold pesos. 


In brief, it can be said that the his 
tory of the firm of Ernesto Tornquist 
& Co., Ltda., in the first century of its 
existence, runs parallel with the history 
of the economic progress of the Argen- 
tine nation, over whose economic, finan- 
cial and political problems it has 
exercised a beneficial influence. 

Ernesto Tornquist & Co., Ltda., has 
now become the most important finan- 
cial, commercial and industrial concern 
of its type, not only in the Argentine 
but in the whole of South America. 


New York City Bank Stocks 


THE shares of sixteen leading New York 
City bank and trust companies continued 
their decline and reached their low point on 
November 12. According to the DOLLAR- 
INDEX figures compiled by Morris A. Scha- 
piro of Hoit, Rose & Troster, New York, 
using the low prices of the month, the com- 
posite dollar-yield stood at 4.467 per cent. 
On the same day, high-grade bonds were 
selling on a 4.47 per cent. average yield 
basis. At their lows, New York bank shares 
were selling 15.3 times known earnings, 
which compares with the ratio of 30.8 ob- 


Unit of 

market 
value 
used 


yield 
on pn 


2.765 
2.293 


Jan. 4, 1930 
April 12, 1930 
(High for year 
to date) 
Oct. 18, 
Od. 27, 
Nov. 1, 
Nov. 8, 
Nov. 12, 1930.... 
(Low for year 
to date) 
Nov. 15, 1930 
Nov. 22, 1930 


3.636 
3.608 
3.715 
4.018 
4.467 


3.949 
4.019 


Composite Composite 
earnings 
on dollar 
(per cent.) (per cent.) 


3.856 
3.254 


5.268 
5.259 
5.411 
5.860 
6.530 


5.764 
5.861 


tained on April 12, the high for the year, 
and with 46.6 at the peak of the 1929 bull 
market. 


Computations are based on investments 
made in stocks of sixteen New York bank 
and trust companies leading in order of size 
of resources. The funds are divided in the 
proportion which these institutions individu 
ally contribute to the total combined re- 
sources. The figures represent the composite 
returns on the standard unit of market value, 
namely, the dollar. 


Propor- 
tionate 
book 
value 
behind 
dollar 


$0.438 
0.373 


Composite 
ratio 
market 
times 


Propor- 
tionate 
deposits 
behind 
dollar 


$2.056 
1.513 


Propor- 
tionate 
resources. 
behind 
dollar 


$2.493 
1.885 


known 
earnings 


26.0 
30.8 


0.642 
0.636 
0.639 
0.692 
0.771 


19.0 
19.0 
18.5 
17.1 


2.492 
2.469 
2.536 
PA ie kt 
3.078 


$.135 
3.105 
3.175 
3.443 
3.849 


0.680 
0.694 


pe} 
2.760 


3.394 
3.455 





Main banking room of the Bank of Kalamazoo, Kalamazoo, Mich. 


Bank of Kalamazoo in a Fine 
New Home 


HEN the Bank of Kalamazoo 

moved into its new home on 

May 12 last, the event marked 
more than the opening of a beautiful 
new building. On this day, also, was 
completed the final step in the merger 
of two of the oldest banking institutions 
in Southwestern Michigan. 

The new Bank of Kalamazoo, having 
resources in excess of $12,000,000, was 
formed by the consolidation of the 
Kalamazoo Trust and Savings Bank and 
the Kalamazoo National Bank and 
Trust Company. ‘The history of the 
Kalamazoo Trust and Savings Bank 
dates back to the very earliest days of 
Kalamazoo. 

In 1838, due to the failure of a 
Detroit bank, this pioneer settlement 
was left without banking facilities. 


Owning the only safe in the commu- 
nity, Theodore P. Sheldon started re- 
ceiving the valuables of his neighbors 
for safekeeping. He soon added other 
banking functions and the present-day 
institution has a record of continuous 
existence from this start ninety-two 
years ago. 

In 1888, C. J. Monroe, then presi- 
dent of the bank, was instrumental in 
having the state banking law passed. 
In recognition of his work, the next 
year the institution he represented was 
issued Charter No. 1, under the new 
law. . The honor of operating under 
this charter is still retained by the Bank 
of Kalamazoo. 

The Kalamazoo National Bank and 
Trust Company also was closely identi- 
fied with the early days of the city, 
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The Bank of Kalamazoo, by night. 
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Public lobby, showing elevator entrances. 


Joun F. TusBerty Wa tterR L. Oris 
President. Chairman of the board. 
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The safe deposit department. 
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A view of the vault door. 


having been founded forty-six years ago, 
in 1884. These two institutions have 
literally grown up with Kalamazoo, and 
it seems quite fitting that they should 
unite and occupy one of the finest 
buildings in the entire state. 


The building was designed by Weary 
and Alford of Chicago, in the perpen- 
dicular style of modern architecture. 
Standing on a base of dark gray 
granite, the Indiana limestone walls rise 


toa height of fifteen stories. At the 
floor levels and between the casement 
windows are cast-lead panels of greenish 
black which accentuate the height. 

At the thirteenth floor the corners 
are cut back to form small balconies, 
while at the fifteenth floor level the 
entire walls are set back slightly. The 
height and the dignity of the design 
make the building stand out as a land- 
mark, visible for miles around. 

Not only by day does the building 
occupy the most imposing position on 
Kalamazoo’s skyline. At night the top 
of the building is flooded with soft 
amber light, while at each corner, from 
the thirteenth floor, batteries of lamps 
throw beams of silvery white to the 
top of the penthouse roof. The two- 
color effect thus obtained is striking and 
very effective. 

Coming in from the lobby finished in 

Travertine and richly carved bronze, 
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one is immediately impressed with the 
stateliness, yet friendly informality of 
the main banking room. From its floor 
of vari-colored slates to its three-story 
ceiling finished in soft pastel shades of 
a commercialized Egyptian design, the 
room has warmth and quiet blending 
of color seldom found in a purely com- 
mercial building. 

One of the outstanding features of 
this room is the replacement of the old- 
style tellers’ cages by low counters of 
Bubinga wood. This wood, coming 
from equatorial Africa, is known for its 
rich reddish tint and the fine finish it 
will take because of its unusual hard- 
ness. Two huge dome lights, each 
weighing 950 pounds and anchored to 
the structural steel, flood the room with 
soft, even light. The flame-finished, 
cast-iron grille work blends harmoni- 
ously with the brown walls to complete 
the picture. 

In addition to the commercial, sav- 
ings, and investment departments, the 
first. floor also contains the private 
offices of John F. Tuberty, president, 
and Walter L. Otis, chairman of the 
board. Mr. Tuberty’s office is paneled 


STANLEY C. Frost 
Vice-president and trust officer. 
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The board room. 


in English oak while that of Mr. Otis 
is paneled with Bubinga wood. 

In the basement is found the Kala- 
mazoo Safe Deposit Company, the safe 
deposit department of the bank. This 
is reached by a stair from the main 
banking room as well as by a stair 
and passage from the building lobby. 

The safe deposit vault and the cash 
vault for the bank’s funds are of 
“Steelcrete” construction and employ 
all of the latest and most effective safety 
devices. When a customer rents a box 
he selects a sealed envelope containing 
two keys. The lock on his box is then 
set to these keys in his presence. 

In the basement, also, is the directors’ 
room, beautifully carved and paneled 
with Australian oak or lacewood. 

Most of the second floor is devoted 
to the trust department. In addition to 
the trust lobby, bookkeeping depart- 
ment, etc., this floor contains the private 
ofice of Stanley C. Frost, trust officer 
and vice-president. Mr. Frost’s office is 
paneled with an unusual variation of 
oak, and thus an entirely different effect 
is created for each of the private offices. 


The third floor in the rear contains 
rest rooms, while the entire commercial 
bookkeeping department is housed on 
the fourth floor. 

In the matter of ventilation, auto 
matic telephone equipment, heating, etc, 
the building is comparable with the 
newest and finest in the country. The 
Bank of Kalamazoo may well feel 
proud of its new home as may the 
entire community which it has served 
for so many years. 

The complete list of officers is as fol- 
lows: Walter L. Otis, chairman of the 
board; John F. Tuberty, president; Al- 
fred B. Connable, vice-president; Stan- 
ley C. Frost, vice-president and trust 
officer; James M. Shackleton, vice-presi- 
dent and cashier; Milford G. Davis, 
vice-president; Fred G. Dewey, vice 
president; John Hoffman, vice-president 
—bond department; George B. Rogers, 
vice-president and assistant trust officer; 
Clarence D. Pratt, assistant vice-presi’ 
dent; and Karl Gibson, Wellington K 
Brown and Garrett Van Haaften, as’ 
sistant cashiers. 
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BOOK REVIEWS AND NEW BOOKS 
Recent Announcements of Other Publishers 


INTERPRETATIONS OF FEDERAL RESERVE 
Poticy. By Benjamin Strong. Edited by 
W. Randolph Burgess, Deputy Governor 
Federal Reserve Bank of New York. New 
York: Harper & Brothers. $4. 


THis volume consists of addresses and 
writings of Benjamin Strong, first governor 
of the Federal Reserve Bank of New York, 
and of the “hearings” before the Joint Com- 
mission of Agricultural Inquiry, and the 
Banking and Currency Committee of the 
House of Representatives. 

Mr. Strong’s identification with the Fed- 
eral Reserve Bank of New York as its gov- 
ernor extended from the opening of the 
bank, November 16, 1914, until his death, 
October 16, 1928. His banking experience, 
energy and sound judgment proved factors 
of inestimable value in organizing the New 
York bank and in the development of the 
Federal Reserve System. He aided greatly 
in the effective utilization of the nation’s 
funds for war purposes, in the development 
of principles and technique for the discount 
and open-market policies, and was instru- 
mental in helping in the restoration of the 
gold standard in Europe. 

In the course of his addresses may be 
found extended references to a period in 
the history of the Federal Reserve System 
about which there has been much contro- 
versy. That was the period following the 
Armistice of 1918. The Federal Reserve 
System was censured on one hand for not 
taking steps that might have mitigated the 
collapse of commodity speculation in 1920, 
and on the other hand was as_ severely 
criticized for causing the deflation of that 
year. Governor Strong shows the difficul- 
ties under which the system labored at that 
time in enforcing a policy that would have 
been 100 per cent. efficient. The require- 
ments of the Treasury, in connection with 
post-war financing, were out of line with 
Policies that the Federal Reserve banks 
might otherwise have been free to employ. 

Governor Strong’s death’ occurred almost 
a year before the recent panic, but evidently 
he saw indications of its approach. Dr. 
urgess says, in his admirable introduction: 


“Nothing grieved Governor Strong more 
than the inability of the Reserve System to 
cope with the outburst of speculation in 
early 1928. He himself had advocated an 
earlier and more drastic credit pressure than 
was actually applied. Such a policy might 
have saved the situation. Or perhaps the 
forces at work had to spend themselves: 
the credit growing out of huge accumula- 
tions of gold had to find some outlet; the 
nev cra theory of limitless prosperity had to 
tes. itself out. At any rate, that is a 


chapter of Federal Reserve history which 
cannot yet be written until more . perspec- 
tive is gained, and is one which Governot 
Strong did not live to write.” 


These two eras of inflation—one in com: 
modities and the other in securities—will 
long afford subjects of controversy. It is 
creditable to Governor Strong's judgment 
that he clearly discerned the dangers in each 
of these situations and did what he could, 
under all the circumstances, to meet them. 
Perhaps it is not too much to say that his 
sound judgment in each case was *over- 
ruled by higher authority. This brings for- 
ward a question of great importance, 
whether the Federal Reserve banks ought 
not to be less hampered than they now are 
by the Federal Reserve Board, or even by 
the necessities of the Treasury. A sound and 
wise banking policy can better be deter- 
mined on by the Federal Resrve banks than 
by the temporary needs of the Treasury, 
not to speak of political exigencies. We 
shall doubtless discover by experience that 
the less ‘Washington has to do with the 
fixing of Federal Reserve policies the better 
it will be for the country. The law itself 
and the authority of Congress may be relied 
on to protect the public interests. 

No chapter in this interesting book is 
more pertinent than that relating to prices 
and price control. Let some quotations 
show Governor Strong’s wise counsels in 
regard to price fixing: 


“It is our habit in this country to hunt 
for the guilty party when things occur that 
harm or annoy us, punish him if we can, 
and in any event, to pass a law at once 
to prevent the injury occurring again. For 
centuries the world has been puzzling over 
this price affair and trying to ‘fix it’ by laws 
and by economic systems—often with clash 
of arms and bloodshed. ‘Fixing prices’ has 
always failed in the end, just as fixing the 
blame usually fails, because such events are 
so much beyond complete control, however 


they may seem to be quite easy enough to 
‘fix.’ 7” 


Equally explicit and sound is this state- 
ment of the intention of the Federal Reserve 
Act regarding the control of the general 
price level: 


“It has seemed to the writer—although 
realizing that others differ from this view 
(and it is personal and quite unofficial 
anyway)—that when Congress created the 
Reserve banks it intended that they should 
influence, and to some limited extent ac- 
tually regulate, the volume of credit. The 
powers to do so and the means provided are 
reasonably clear and explicit in the act. 
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The Service Charge 
on Demand Deposits 


By W. GORDON JONES 


Points the Way to Greater 
Banking Profits 


It explains the purpose of the service charge for un- 
profitable checking accounts; 


—shows how to differentiate between the profitable 
and the unprofitable accounts by means of a sim- 
ple analysis; 


—tells how the service charge has worked out in in- 
stitutions where it has been tried out; 


—gives practical information as to the best and sim- 
plest methods for installation and operation of it; 


—and gives some of the common forms used in in- 
stallation and operation. 


Every banker who is interested in making 
greater profits for his bank needs this 
timely and informative book. 


SEND FOR IT TODAY! 


BANKERS PUBLISHING COMPANY 

71 Murray Street, New York, N.Y. 
Please send me, postpaid, a copy of The Service Charge on Demand Deposits. 
I agree to remit $2.50 within five days or return the book. 


Bank or Firm 
Address. 

















—this book stands alone——“ a thorough and 
systematic treatise in a field as yet virtually un- 
touched.”—American Banker. 


it will tell you how 


the Par Clearance System 
affects your bank 


—whether you charge exchange or remit at par. If you 
charge exchange, the system is taking away some of your 
profits by driving your customers to par remitting banks. 
It you remit at par, the exchange-charging banks are 
taking an unfair advantage of you, by charging exchange 
on their own checks, and collecting yours at par. Do 
you know how the par clearance system originated? Do 
you know the economic saving it has accomplished? Do 
you know how widespread it is? You need all these facts 
to make a rational decision whether your bank shall con- 
tinue its present policy or change. You will find them in 


The Clearing and Collection of Checks 


By WALTER E. SPAHR 


You can order this book on 5 days’ approval from the 


$7.50 Bankers Publishing Co., 71 Murray St., N. Y. 


$7.50 


But nowhere from the caption to the re- 
peal clause does one discover any purpose 
in the mind of Congress that a group of men, 
or of banks, or both, were to be clothed with 
the power and responsibility of fixing prices 
—either of any specific thing or group of 
things, or even the general level of prices. 
Human beings, even Americans, have not yet 
been elevated, intellectually or morally, to 
that godlike perfection of infallibility of wis- 
dom and goodness as to stand the strain and 
perform the duties of such a position.” 


Governor Strong declared that “what we 
really need and want is a reasonably stable 
general price level,” and that it was the task 
of the Federal Reserve System “to maintain 
a reasonably stable volume of money and 
credit,” with such allowances for seasonal 
and other fluctuations as circumstances may 
indicate. He further said: “Just as credit 
is one of the influences upon the price level, 
so the price level should be one of the in- 
fluences in guiding a credit policy.” Ten 
additional influences were mentioned among 
others to be ‘considered. 

To anyone who wishes to have a thorough 
understanding of Federal Reserve policies 
and of much of our recent financial his- 
tory this book is invaluable. It reveals 
Governor Strong as a wise financial leader, 
and incidentally shows his great devotion 
fo duty. As the concluding years of his 
service were marked by serious ill-health, 


it may be said that he literally sacrificed his 
life to the interests of the Federal Reserve 
Bank of New York and the welfare of his 
countrymen. 

Dr. Burgess furnishes an instructive and 
sympathetic introduction, and has also dis- 
played much care and judgment in the 
selection and arrangement of material con- 
tained in the volume. 


FEDERAL RESERVE Po.icy, 1921-1930. By 
Harold L. Reed. New York: McGraw- 
Hill. $2.65. 


THERE have been a number of books pub- 
lished regarding the organization and func- 
tions of the Federal Reserve System, but 
it has remained for the author, a professor 
of economics and finance at Cornell Uni- 
versity, to outline the policies of the Federal 
Reserve in the years 1921 to 1930. 
Starting with the Federal Reserve policy 
after the depression of 1920, the author 
has traced in parallel fashion the course 
set by the System to correlate its policies 
with the vagaries of fluctuating credit and 
business needs, right down through the 
October, 1929, market collapse, and after. 
The book is divided into six chapters, 
each one containing a critical analysis of 
the Federal Reserve policy during a certain 
period. The first chapter, for instance, is 
concerned with the System during the 
period from the business recovery of 1921 
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to the spring reaction of 1923; the second 
with its policies from the spring of 1923 
to the close of 1924. The fifth chapter 
contains an analysis of the Reserve policy 
in 1928 and 1929; and the sixth—and most 
interesting—chapter includes the Reserve 
policy after the crash and the author's 
conclusions. 

The ook should be of interest to 
bankers, economists and business executives 
who are concerned with the inter-relations 
of Federal Reserve policies, money rates, 
and business and financial welfare. 


Tue FicGHt For Peace. By Devere Allen. 
New York: MacMillan. $5.15. 


Tue. history of the peace movement, as 
well as an exhaustive survey of the present 
status of the movement, is contained in this 
volume. The author is editor of The World 


Tomorrow. 


BANK LoAN MANAGEMENT. By H. N. 
Stronck and J. Eigelberner: Rand Mc- 
Nally & Co. $5.15. 


IMPROPER loan administration, according 
to the authors of this book, who are well 
known as consultants to banks and bankers, 
“has been the cause of more bank failures 
than any other single factor. A_ high 
operating profit is wasted when ineffective 
loan administration results in net losses so 


great as to absorb the major part, if not 


all, of the operating profit.” It is to cor- 
rect this condition and thus make possible 
larger profits for a greater number of 
banks, that this volume has been written. 

In his foreword, John W. Pole, Comp- 
troller of the Currency, characterizes the 
book as “‘a technical and scientific produc- 
tion suitable as a handbook for bankers of 
all classes. Its nineteen chapters are a 
presentation of principle and methods gov- 
erning the detailed operations of a bank in 
making and administering every type of 
loan.”* 

Beginning with a chapter explaining the 
function of loan administration, the book 
presents tests for underlying liquidity of 
loans and discounts and goes on through 
the various phases of loan management, 
answering questions that come to every 
banker. Of particular interest are ten 
commandments which the authors offer as 
a guide to sound loan administration. 
These are as follows: 

1. Diversify loans to avoid undue con- 
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centration of loans to borrowers of any one 
type or security of any one type. 

2. Avoid concentration of loans to a 
single borrower or to a few large bor 
rowers. 

3. Base secured loans on adequate col- 
lateral of sound investment quality. 

4. Require both accurate and adequate 
financial and operating statements on all 
unsecured loans. 

5. Base granting and extension of all 
loans not secured by ample investment col- 
lateral upon liquidity of financial position 
and favorable managerial and economic 
factors. 

6. Do not engage in long-term or capital 
financing. 

7. Schedule maturities to correspond 
with the production or distribution cycle 
of the business of the borrower. 

8. Avoid continuous loans—insist on 
complete or at least a substantial liquida- 
tion at maturity. 

9. Require adequate compensating bal- 
ance on all loans not strictly of the invest- 
ment type. 

10. Scrutinize most carefully loans 
where social, personal, or other than busi 
ness factors enter. 


NEW BOOKS 


IN ComMON 
New York: 


SUCCESSFUL SPECULATION 
Stocks. By William Law. 
McGraw-Hill. $3.65. 


THEY Totp Barron; Conversations and 
Revelations of an American Pepys in 
Wall Street; the notes of the late Clar 
ence W. Barron. New York: Harper. 
$3.15. 


THESE notes, reporting actual conversa’ 
tions, intimate views of famous men and 
occurrences behind the scenes in Wall 
Street, were set down from 1918 to 1928 
in preparation for the writing of his auto 
biography, by the publisher of the Wall 
Street Journal. 


New Ways To MAKE Money. By Roger 
W. Babson. New York: Harper. $3.15. 


THe Money Macuine. By Francis Whit’ 
more. New York: Pitman. $1.65. 


INFORMATION. about the London money 
market. 
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Che Chase National Bank 


of the City of New York 


Pine Street corner of Nassau 


We Vee eee 


Forty-six Branches in Greater New York 
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STATEMENT OF CONDITION SEPTEMBER 24, 1930 


RESOURCES 


Cash and Due from Banks $ 468,084,591.56 
Loans and Discounts 1,408,729,704.43 
U. S. Government Securities 249,157,246.29 
Other Securities 136,607,895.53 
Real Estate 34,666,507 .06 
Redemption Fund—tu. S. Treasurer 386,825.00 
Customers’ Acceptance Liability $159,748,060.66 

Less Amount in Portfolio ... 30,792,417.60 


VEU OE 8 8 0 0 
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128,955,643.06 
Other Assets | 5,846,396.88 


$2,432,434,809.81 


CTTTTTTI TTT iT 


vey 


LIABILITIES 

RISD R net eee SAD IRn Petia Mate! SRE Pe $ 148,000,000.00 
Surplus 148,000,000.00 
Undivided Profits 65,523,927.12 
Reserved for Taxes, Interest, etc. ....................... 8,533,609.11 
Dividend Payable October 1, 1930 5,550,000.00 
Deposits . 1,852,295,045.10 
Circulating Notes 7,718,500.00 
Acceptances $163,031,846.10 

Less Amount in Portfolio ... 30,792,417.60 


wie 


———————__ 132,239,428.50 
Liability as Endorser or Maker on Acceptances 

and Foreign Bills 61,632,129.56 
Other Liabilities 2,942,170.42 


$2,432,434,809.81 


This statement does not include the statements of any of the organizations 
affiliated with The Chase National Bank 
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* notes now in existence 


NEW YORK’S FIRST BANK NOTES 
were Printed in ‘‘the Bank’’ 


N 1791 the drain of Specie was threatening the destruction of 

American Commerce and Shipping. Heavy Importations of 

foreign Goods had absorbed most of the Gold and Silver 

of the Country. In an effort to meet the needs of local 

Merchants, a Meeting of the Bank of New York was called. 

Two thousand sheets of Circulating Notes were ordered to 

be printed and signed, ready for emission “as quick as 

possible.”” Suitable paper was purchased in Philadelphia, and 

the Notcs were struck off on a Hand-Press in “The Bank.’ 

These were the first Bank Notes circulated in the City. 

a *k Wy 
Five years older than the Federal Government, and 
now the oldest bank in America, this institution has 
constantly provided a banking service in keeping with 
each successive stage of the country’s growth. 
Today, the Bank of New York and Trust Company 

offers to responsible firms and individuals modern 
facilities for the transaction of every sort of banking 


and fiduciary business. 

In addition it provides that first essential for both 
commercial banking and trusteeships —a personal re- 
lationship between its customers and senior officers. 


BANK of NEW YORK 
and TRUST COMPANY 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS, $20,000,000 


NEW YORK ies 
CLEARING HOUSE 48 WALL S€REET, New York 
MEMBERSHIP 
NUMBER ONE 


* 


Uptown Office: 
Madison Avenue at 63rd Street 
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A Great 
International Bank 


With over 900 Branches serving 
Canada and 31 other countries 
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The Roy al Bank 
of fanada 


HEAD OFFICE, MONTREAL 
In New York at 68 William Street 
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What of 
1931? 


Before you make plans for the New Year, 
we should like the opportunity to tell 
you HOW this bank and its correspon- 
dents have forged ahead during 1930 
—and WHY this is a yearly occurrence, 
no matter what business conditions 
may be. 


Ask us for full particulars, which will 
gladly be given. 


The National Bank of the 
REPUBLIC 


-* OF CHICAGO -:- 


Office of New York Representative, No, 5 Nassau St. 
Office of Pacific Coast Representative, Citizens National Bank Bldg., Los Angeles 
Office of London Representative, 8 King William St., London, E. C. 4 
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The Bank’s 
—>* Premises 

At Kingston, 

Jamaica 


Exceptional Facilities 
in the West Indies 


ANKS having collection business on West 
Indian points will find useful information 


on stamp duties and collection rates in our 
booklet “‘ West Indies Collections ”. 
Our New York Office at 49 Wall Street, will 


be glad to furnish copies on request. 


25 Branches in Cuba, Porto Rico, Dominican Republic 
and Jamaica. 


303 Branches in Canada and Newfoundland. 


BANK OF NOVA SCOTIA 


ESTABLISHED 1832 
Capital . ‘ ‘ ‘ ‘ $10,000,000 
Reserve Fund ; ‘ : 20,000,000 
Total Assets over . ; 275,000,000 


New York Agency: 49 Wall Street 
P. W. Murphy, F. W. Murray, Agents 
Branches also at Boston and Chicago 
London, Eng., Branch— 
108 Old Broad Street, E. C. 2 
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72 Years Serving Banks and Bankers 
CORN EXCHANGE NATIONAL BANK 


AND TRUST COMPANY 
PHILADELPHIA 
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| Nederlandsche Handel -Maatschappij, ¥.¥. 


(NETHERLANDS TRADING SOCIETY). 


Established by Royal Charter A. D. 1824. : 


WME 


BANKERS 


Capital Paid up and Surplus - f.127,045,000 


Head Office: AMSTERDAM. 
Branches in HOLLAND: ROTTERDAM, THE HAGUE. 


Branches in the NETHERLANDS INDIES: BATAVIA, SOURA- 
BAYA, SAMARANG, MEDAN, and further Principal Ports. 


Branches in the STRAITS SETTLEMENTS, BRITISH INDIA, 
CHINA, JAPAN and ARABIA: SINGAPORE, PENANG, RAN. 
GOON, CALCUTTA, BOMBAY, HONGKONG, SHANGHAI, 
KOBE and YIDDAH. 


Grant Drafts and Issue Letters of Credit on all their Branches and 
Correspondents in the East, on the Continent, on Great 
Britain, Africa, America and Australia, and transact 
Banking Business of every description. 


—— tt wae en 


El NNN LAA 


Capital Subscribed. . - « Yen 100,000,000.00 
Capital Paid-Up .... - - « Yen 60,000,000.00 
Reserve Funds .... - « « Yen 65,700,000.00 


Head Office: TOKYO, JAPAN 


(No. 1 Suruga-cho, Nihonbashi-ku) 
President 
G. MITSUI, Esq. 
Vanaging Directors 
S. IKEDA, Esq. N. KIKUMOTO, Esq. H. KAMESHIMA, Esq. 
R. IMAI, Esq. J. KENJOH, Esq. 


New York Agency, 61 Broadway, New York City 


Home Branches: 


Fukuoka, Hiroshima, Kobe, Kyoto, Marunouchi (Tokyo), Moji, 
Nagasaki, Nagoya, Nihonbashi (Tokyo), Osaka (4), Otaru, 
Shimonoseki, Wakamatsu (Kyushu), Yokohama 
Foreign Branches: 

Bombay London New York Shanghai Sourabaya 


THE MITSUI BANK, LTD. 
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MARTINS BANK LIMITED. 


Head Office : A London Office : 
7, WATER STREET, 68, LOMBARD ST., 
LIVERPOOL. AS LONDON, E.C.3. 


Manchester District Office: 43, SPRING GARDENS. 


Capital Paid Up and Reserves... $39,000,225 
Deposits, etc., at 30th June, 1930 .. . $387,295,040 


The bank has over 565 Offices, and Agents in all the principal 
towns throughout the world. 


All descriptions of Banking, Trustee and 
Foreign Exchange Business Transacted. 


The Bank is prepared to act as Registrar for Public and 
Corporate Badies, etc. 


A Book that points the way to 
greater profits... 


<« The Service Charge on 
Preso Demand Deposits 


By W. GORDON JONES 


banker THIS book is a complete treatise on the growing 

: banking practice of imposing a monthly service 

Price charge on demand deposits that do not measure up to 

$2.50 a certain standard of profitableness to the bank. It 

tells how to determine which accounts are unprofitable 

Ov and discusses the best methods of imposing the charge 
without sacrificing the good will of the customer. 


BANKERS PUBLISHING CO. 


71 Murray Street, New York, N. Y. 
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Commonwealth Bank of Hustralia. 


Owned and guaranteed by the 
Government of the Commonwealth of Australia 


HEAD OFFICE: 
MARTIN PLACE, SYDNEY 
AUSTRALIA 


E. C. RIDDLE H. T. ARMITAGE 
Governor Deputy-Governor 


Branches in all the Capital Cities 
and principal towns of Australia. 
Banking and Exchange business 
of every description transacted. 


BANKERS TO 
The Government of the Commonwealth of Australia 
The Government of the State of Queensland 
The Government of the State of South Australia 
The Government of ‘the State of Western Australia 
The Government of the State of Tasmania 


London Office 
36-41 NEW BROAD ST., E.C. 2 
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THE 
NATIONAL BANK 
OF AUSTRALASIA LTD. 


HEAD OFFICE With its 503 well distributed offices 
MELBOURNE - e . 
provides a complete banking service 
Chief Manager: throughout Australia, and is well 
E. H. WREFORD 3 , 
equipped for the transaction of all 
classes of foreign business. 


Deputy Chief Manager: 
JAMES WILSON 


Inspector & Manager 
Foreign Department: 
E. J. OSBORNE 
(Temporarily in London) 


Relg. Mer. Foreign Authorised Capital (@ $5to £1) $50,000,000 
}.D.F.GRANT Capital Paid Up - - $25,000,000 
Reserve Fund - - - $16,000,000 





LONDON OFFICE: 


7 LOTHBURY,E.Cc.2. Total Assets March 1930 - $228,261,035 


’ Enelish, Scottish & Australian Bank, 


Limited. 


Authorized Capital . . . « « « $25,000,000 
Paid-up Capital . . . . $15,000,000 
Further Liability of Shareholders . . $10,000,000 
Reserve Fund . . - « « « « $15,800,000 


HEAD OFFICE :—5, GRACECHURCH STREET, LONDON, E.C. 3, 
and 459 Branches and Agencies in Australia. 
Chief Office in Australia—Collins Street, Melbourne. 


BANKING AND EXCHANGE BUSINESS of every description transacted 
with Australia. BILLS NEGOTIATED or sent for COLLECTION, 
REMITTANCES made by TELEGRAPHIC TRANSFER. WOOL 
and PRODUCE CREDITS arranged. LETTERS of CREDIT and 
DRAFTS issued on all the Branches of the Bank. 


Chief Agents in United States: 


NEW YORK Guaranty Trust Company of New York. 
ad « The Canadian Bank of Commerce. 
se National City Bank. 

First National Bank. 
one Bank of San Francisco. 


The Canadian Bank of Commerce. : 


We: 








E. M. JANION, Manager. 
HNNUNUNUUNAUNONUNNNOUGOOUONUUONOUOOOUOOQUOOOUNNOUEOOUUONUUONOUOOQOOOOUONOUEGOOUOOUOOOOOONOOO00O00000000000000000000000000000000000008N0U0NNUNNNUOOODEONOONOOOUUOONNTT 
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VICTORIA 
Melbourne: 
394-396 Collins St. 
384 Elizabeth St. 
588 Bourke St., W. 
71 Collins St., East 
Brunswick 
Burnley 
Coburg 
Collingwood 
Elsternwick 
Footscray 
Malvern 
Middle Brighton 
Northcote 
Port Melbourne 
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TE BANK OF AUSTRALASIA 


(Incorporated by Royal Charter, 1835) 


Paid-up Capital - 
Reserve Fund - 
Reserve Liability of Proprietors 

under the Charter - - 


Victoria, Contd. 
Geelong 
Hamilton 
Horsham 
Katamatite 
Kingston 
Koroit 
Korong Vale 
Korumburra 
Leongatha 
Mildura 
Mirboo North 
Mooroopna 
Morwell 
Nathalia 
Nhill 
Numurkah 
Port Fairy 
Rutherglen 


NEW SO. WALES N.S. Wales, Contd. 


Sydney: 
Martin Place 


97 Castlereagh St. 


85 Pitt St. 


555 George St., So. 


Wentworth Ave. 
236 William St. 


Bondi Junction 


Hurstville 
Kogarah 
Leichhardt 
Marrickville 
Newtown 
North Sydney 


(84 Mount St.) 


Petersham 


£4,500,000 
£4,475 000 


£4,500.000 


£13,475,000 
Head Office, 4 Threadneedle Street, London, E. C. 2 

EDMUND GODWARD, Manager 
West End Branch, 17 Northumberland Avenue, London, W. C. 2 


Chief Office for Australia and New Zealand, Melbourne. 
G. D. HEALY, Superintendent. 


Branches in Australia 


Lismore 


Maitland (West) 
Maitland (Hast) 


Moree 
Murwillumbah 
Muswellbrook 
Narrabri 
Narromine 
Newcastle 


SO. AUSTRALIA 
Adelaide 
Gladstone 
Kooringa 

Mount Barker 
Murray Bridge 
Nuriootpa 

Port Lincoln 
Port Pirie 
Wirrabara 


Newcastle West 


Nowra 

Orange 

Parkes 

Peak Hill 
South Grafton 
Stroud 
Tamworth 


W. AUSTRALIA 

Perth (St. George’s 

Terrace) 

237 Murray St. 
Subiaco 

Albany 

Beverley 


Tullamore 
Wagga-Wagga 
Wee Waa 
Young 


QUEENSLAND 
Brisbane:QueenSt. 
Fortitude Valley 
Cairns 
Charters 
Cooyar 
Crow's Nest 
Herberton 
Hughenden 
Ipswich 
Kingaroy 
Longreach 
Maryborough 
Oakey 
Richmond 
Rockhampton 
Roma 
Toogoolawah 
Toowoomba 
Townsville 


Albury 
Ballina 
Bathurst 
Bega 
Bellingen 
Berrigan 
Blayney 
Broken Hill 
Cessnock 
Cootamundra 
Corowa 
Crookwell 
Deniliquin 
Dorrigo 
Dubbo 
Forbes 
Glen Innes 
Goulburn 
Grafton 
Grenfell 
Hamilton 
Howlong 
Jerilderie 
Kempsey 
Kyogle 


St. James 

Sale 
Shepparton 
Stawell 
Strathmerton 
Tallangatta 
Terang 
Traralgon 
Tungamah 
Walwa 
Warracknabeal 
Warragul 
Warrnambool 
Wedderburn 
Welshpool 
Wycheproof 
Yackandandah 
Yarram 
Yarrawonga 


Bunbury 
Carnamah 
Dowerin 
Fremantle 
Gnowangerup 
Kalgoorlie 
Kulin 
Moora 
Northam 
Wagin 
Wickepin 


TASMANIA 
Hobart 
Burnie 
Deloraine 
Devonport 
Fingal 
Latrobe 
Launceston 
Sheffield 
Stanley 
Ulverstone 
Wynyard 


Prahran 
Ripponlea 
St. Kilda 
Williamstown 
Yarraville 
Bairnsdale 
Ballarat 
Benalla 
Bendigo 
Bright 
Castlemaine 
Charlton 
Chiltern 
Cobram 
Corryong 
Dandenong 
Drouin 
Echuca 
Euroa 


Fish Creek 
Foster 


Towers 


FEDERAL CAPI- 
TAL TERRITORY 
Canberra 


Branches in New Zealand 


Kaitaia 
Levin 
Manaia 
Mangonui 
Marton 
Masterton 
Matamata 
Morrinsville 
Napier 


Wellington 
Ashburton 
Auckland 
Blenheim 
Christchurch 
Dannevirke 
Dunedin 
Eltham 


Featherston 
Feilding 
Gisborne 
Gore 
Hamilton 
Hastings 
Hawera 
Invercargill 


New Plymouth 
Newton 
(Auckland) 

Otaki 

Paeroa 
Palmerston Nth. 
Patea 

Raetihi 

Rotorua 


Stratford 
Taihape 
Taumarunui 
Tauranga 
Te Aroha 
Te Kuiti 
Temuka 

Te Puke 
Timaru 


Upper Hutt 
Waipawa 
Waipukurau 
Wairoa 
Wanganui 
Waverley 
Whakatane 
Whangarei 


Principal Correspondents in North America 


UNITED STATES, Contd.: 


Guaranty Trust Company, New York 

National City Bank of New York 

National Bank of the Republic, Chicago 

Philadelphia National Bank, Philadelphia 

Wells Fargo Bank & Union Trust Co., 
San Francisco 


CANADA: 
Bank of Montreal 
Canadian Bank of Commerce 


UNITED STATES: 


Bank of New York & Trust Co., New York 
Central Hanover Bk. & Tr. Co., New York 
Continental Illinois Bk. & Tr. Co., Chicago 


Offer facilities for the transaction of every description of Banking Business in Australia 
and New Zealand. Negotiate or Collect Bills. Issue Telegraphic Transfers, Letters of 
Credit and Drafts, also Circular Notes and Circular Credits, on all parts of the world. 
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‘BANK OF NEW ZEALAND. 


BANKERS TO THE NEW ZEALAND GOVERNMENT 


AUTHORIZED CAPITAL £7,561,238 


Paid up Capital, as at 31st March 1930 . £6,858,113 
Reserve Fund and Undivided Profits . . 4,173,156 


£11,031,269 


Aggregate Assets at 31st March 1930 . £54,774,566 


HEAD OFFICE: LONDON OFFICE: 
WELLINGTON, N. Z. 1 QUEEN VICTORIA STREET, E.C.4 


Branches and Agencies in Over 220 Points in New Zealand 





And at Melbourne, Victoria; Sydney, New South Wales; Suva and Levuka, Fiji; Apia, Samoa, 


Negotiates and Collects Bills of Exchange, drawn or payable in New Zealand, Australia, 
Fiji or Samoa. ISSUES DRAFTS and makes Telegraphic Transfers. Undertakes all 
description of Banking Business connected with Australasia. 





The Union Bank of Australia, Limited 


Established 1837. Incorporated 1880. 


CAPITAL AUTHORIZED AND ISSUED £12,000,000 
PAID-UP CAPITAL 

RESERVE FUND £4'850,000) *oeether a 
RESERVE LIABILITY of Proprietors 


Head Office—71, CORNHILL, LONDON, E. C. 3 


Manager—W. A. LAING Assistant Manager—G. S. GODDEN 
Secretary—F. H. McINTYRE 


214 Branches throughout Australia and New Zealand, viz.:— 


In Victoria, 51; South Australia, 15; New South Wales, 54; Western Australia, 24; 
Queensland, 18; Tasmania, 3; New Zealand, 49. 


Agents and Correspondents in all parts of the World 


The Bank offers facilities for the transaction of every description of 
Banking business in Australia and New Zealand. 


Bills negotiated or sent for collection. Commercial and Circular Credits 
issued available throughout the World. 
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ESTABLISHED 1817 


BANK oF NEW SOUTH WALES 


with which cca THE WESTERN AUSTRALIAN BANK 
AUSTRALIA 


Paid-up Capital th $37,500,000 
Reserve Fund er 30,750,000 

Reserve Liability ie oF 4 
of Proprietors < = as 37,500,000 
aay ss $105,750,000 


Aggregate Assets, 30th Sept., 1929, $454,031,485 
General Manager, ALFRED CHARLES DAVIDSON 


MANDATED TERRITORY 
ay New GuInEA—8 BRANCHES 


New Hebrides £ l 
%,  f’ 


CANBERRA 
Veuce (FED. TERRITORY) NEW 


Sek ¢ K 
AUSTRALIA z N 
Population, 6,300,000; area, 2,974,581 BOURNE ZEALAND 


a “~ 
sq. miles; sheep, 104,267,100; cattle, Tasman 81 BRANCHES, / “4 
11,964,000; horses, 2,123,000; imports, 3 BRANCHES sri 
$740,024,445; exports $715,277,795. ” HOBART : 


Annual Value of Australia’s Products 


Agriculture vent. phy en 

Pastoral 

Dairying e 
Mining 

Manufacturing 2,043,465, 000 ® Auckland 1 


$3,486,736.800 e 


Head Office—George St., Sydney London Office—29 Threadneedle St., E. C. 2 
593 BRANCHES AND AGENCIES 


In all Australian States, Federal Territory, New Zealand, Fiji, Papua, Mandated Territory of New Goinea and Londen 
Cable remittances made to and drafts drawn on Foreign Piaces DIRECT 
Foreign Bills Negotiated and Collected. Letters of Credit Issued. 
NEGOTIABLE THROUGHOUT THE WORLD 
The bank collects for and undertakes the agency of other banks and transacts every 
description of Australian Banking Business 


Current accounts opened in Australia for Overseas Banks and Deposits received 
for fixed periods on terms which may be ascertained upon application. 


Mab and Correspondents throughout the World | 
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This pamphlet, 

wu ASSETS outlining the ser- 
vices rendered by 

our English Trust sub- 

sidiary, will be sent 

ESTATES to fiduciaries and 
lawyers on request. 


LIS 
ADMINISTERING ENG 


OF 


AMERICAN 


A Ser vice of Interest to Americad Law ye™ 
Tr ust Compan cs, anks and other 
Executors and Administt ators 


_ Of Interest to Fiduciaries 


and Lawyers 


AMERICAN executors administering estates containing assets located 
in England or stocks of British corporations are confronted with 


the consideration of choosing a representative in England to handle 
the administration of such assets. 


In order to facilitate English administration through a British trust 
corporation equally familiar with English requirements and American 
methods, we organized in 1925 the Guaranty Executor & Trustee Com- 
pany, Ltd., of London, as an English subsidiary of the Guaranty Trust 
Company of New York. This subsidiary is a complete trust organization. 


We invite trust companies, banks, lawyers and other executors and 
administrators to avail themselves of the facilities of our British trust 
subsidiary, for the prompt and efficient administration of English assets 
in estates which they are handling. Further information will be supplied 
on request. 


Guaranty Trust Company of New York 
140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Capitat, Surplus AND UNpivipeo Prorits MorE THAN $295,000,000 
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One of a Series of Advertisements on the Founding of Detroit Industries 


a wide street experiment 


that CHANGED the WORLD 


ze a small, red brick workshop 
in the rear of his Detroit house, 
Henry Ford began experimenting 
with gas engines. His first com- 
pleted machine, he considered 
purely experimental. It was a two- 
cylindered car, but when rolled out 
into the street, in Henry Ford's 
own words, “thedarned thingran !” 


The unmatched growth and the 
world-wide fame of the 
tremendous organization 
Henry Ford founded has 
become common knowl- 
edge throughout the 
world. Since his famous 


side street experiment in 


FIRST 


1892, the world has undergone 
much change. That the automobile 
has had a marked share in this 
progress cannot be denied. 


Were it not for the determination, 
ability and vision of men like Henry 
Ford and the type of industry in 
Detroit for which they stand, 
Detroit might be still only a little 
known river settlement. Without 
industries of the character 
and importance of those 
in Detroit, a financial 
institution of the size, 
scope and strength of 
First National Bank 
would be only a dream. 


NATIONAL BANK 
IN DETROIT 





BANK of MANHATTAN TRUST COMPANY. 


INTERNATIONAL ACCEPTANCE BANK INTERNATIONAL MANHATTAN COMPANY | 
INCORPORATED INCORPORATED 
FOREIGN BANKING FACILITIES a INVESTMENT SECURITIES 4 


MAIN OFFICE—40 WALL STREET—NEW YORK 


UNION SQUARE OFFICE MADISON AVE. OFFICE 
Broadway at 16th Madison Ave. at 43rd 


Seventy-nine conveniently located offices throughout Greater New York 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $65,000,000 


THE 
PENNSYLVANIA COMPANY 


For Insurances on Lives and Granting Annuities 


PACKARD BUILDING 
S. E. Corner 15th and Chestnut Streets 


TRUST AND SAFE DEPOSIT COMPANY 


Resources Over - . - . $270,000,000.00 
Individual Trust Funds - - - - . $747 ,000,000.00 


Corporate Trusts’ - : : . . - $1,879,000,000.00 
Accounts of Banks, Corporations, Firms and Individuals Invited 
Acts as Trustee for Corporate Mortgages 


Incorporated 


March Leth. 1818 PHILADELPHIA, PA. ‘joe een 


8 a Ei A SILOS OBE TEL AOE TE IND 


THE CANADIAN BANK 
OF COMMERCE 


HEAD OFFICE - - - TORONTO, CANADA 


Capital Paid Up $30,000,000 Reserve Fund $30,000,000 
Sie John Aird, President S. H. Logan, General Manager 


NEARLY 800 BRANCHES THROUGHOUT CANADA 
AND NEWFOUNDLAND 


Branches at London, England; Rio de Janeiro; Havans; Kingston, 
a. Bridgetown, Barbados; Port of Spain, Trinidad; Mexico 
San Francisco; Seattle; and Portland, 


Oregon. 
Gn working arrangements with the Leading Banks in Australia 
and New Zealand. 


NEW YORK OFFICE 130 WILLIAM STREET 
Agenn—C., J. Stephenson, R. B. Buckerfield and P. H. Nowers 


CASO Fai SRR BMI.) AT SRT ME i! 








